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Mixed Verdict 


[= Budget that Mr Butler opened on Tuesday has many merits—~ 

not least the straightforward lucidity of the speech in which it 
was presented. Taken as.a whole, it is probably the most. nearly 
adequate, and politically the most courageous, of the lengthening 
series of postwar Budgets—certainly its only competitor would be 
Sir Stafford Cripps’s Budget of 1948. The ovation that his party 
gave him when he sat dowri showed that in the judgment of practical 
politicians at least, Mr Butler had fully maintained the high standard 
of his office. 


Perhaps the greatest merit of the Budget speech was that it rejected 
—one would like to be able to say for good—the easy delusion that 
there is no connection between the economic policy pursued within 
this island 2ad the state of its external reserves. Indeed, Mr Butler 
demonstrated very convincingly that the external difficulties with © 
which he has had to wrestle since he came into office followed imexor- 
ably from the too-indulgent domestic policies of his predecessor. He 
put the very grave state of the reserves—which in January and 
February were running out faster than ever—in the forefront of his 
exposition and declared that the salvation of sterling was the dominant 
aim of his policy. As a sign of his resolution to restore confidence 
in the currency, he announced that Bank rate had been almost doubled. 
This emphatic recognition that domestic finance must in the last 
analysis submit to the world’s verdict on sterling is most welcome. 

In addition to this avowal of principle, all save one of the specific 
changes in taxation or expenditure that Mr Butler announced pointed 
in the right direction. The most conspicuous of these, as it was also 


- the best and the most courageous, was, of course, the decision to reduce 


the food subsidies by as much as £160 million. This cut is welcome 
not only in itself, asa means of restoring some realism to the national 
pattern of consumption, but also as a first step towards dismantling 
some of the swollen commitments of the state, and therefore, when 
the defence emergency passes, towards a reduction of the intolerable 
load of taxation. One can only regret that Mr Butler has been 
unwilling to apply some of the same economic logic and political 
coutage to the even less defensible distortions and the even less 
necessary expenditure involved in the housing subsidies. 

If the retail prices of food are to rise because of the reduction in 
the subsidies, it is certainly equitable that adjustments should be made 
in family allowances, in pensions and in some other social security pay- 
ments, in order to ensure that the burden does not fall on those least 
able to bear it. These measures have always formed part of the case 
for a cut in the subsidies, and it is satisfactory to see them carried out. 
The new scheme for Purchase Tax, even if it is not the best that couid 

i be devised, is also undoubtedly an improvement on the 
old, and the Chancellor deserves congratulations on this decision, too, 
the more so since it required some resolution to withdraw the automatic 
tax exemption of all utility goods. The increase in the petrol duty, 
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once again, is unquestionably right, however much 
truuble it may cause to the road transport industry, and 
however much capital the Opposition (which would 
almost certainly have done the same if it had remained in 
office’) may be able to make out of the subsequent 
increases in fares. And lastly, if any money were properly 
left over for concessions after these changes there can be 
no doubt that Mr Butler was right to concentrate it on the 
income tax, and in particular on those features of it that 
affect most severely the incentive to effort. Some will 
regret that he raised the starting point of income tax 
instead of lowering the starting rate—to remove two 
million people altogether from the ambit of income tax 
is not, at this juncture, an unmixed gain—and others 
will wish that he had found it possible to raise the upper 
limit of the earned income allowance—the sudden jump 
in the marginal rate of tax on earned incomes, from 
7s. 43d. in the £ just below £2,000 to 11s. 6d. in the £ 
just above £2,025, is fully as severe a deterrent to effort 
and enterprise as any that affects weekly wages. But 
these are relatively minor criticisms beside the important 


point that the relief was properly concentrated on direct 
taxation. 


* 


Where there is so much to praise, it may seem churlish 
to cavil. Politics is, after all, the art of the possible, and 
the government’s narrow majority is hardly an encourage- 
ment to boldness in imposing burdens on the electorate. 
Yet if this were to become the only test of a minister’s 
performance, the standards of public life would soon be 
lowered. Judged by the objective tests of the nation’s 
needs, it has to be said that Mr Butler’s Budget, for 
all its merits, has two grave defects—one which affects 
the health of the British economy in the longer run, the 
other bearing directly on the battle for the pound that is 
now being waged. 


In the short run, it does not greatly matter what forms 
of expenditure are cut, provided the total of all forms is 
brought down within the nation’s means ; capital cuts 
are, within limits, interchangeable with cuts in consump- 
tion. But in the long run it matters very much indeed 
what is cut. To leave consumption alone and balance the 
accounts by drawing on stocks and by restricting capital 
investments is obviously the easier course, and to pursue 
it for an isolated year or two may not do much harm. But 
it is no less obviously a policy of sacrificing to present 
comforts the hope of progress in the future. It is astonish- 
ing to see a Conservative Chancellor following the. 
socialist precedent and treating capital as the obvious 
whipping-boy of economic policy. Britain may by now 
be an anti-capitalist country in the sense that the rich man 
who lives on the fruit of invested capital is no longer a 
popular figure. But it cannot possibly afford to be anti- 
capitalist in the sense of refusing to encourage, foster 
and cultivate the steady growth of productive capital. 
Capital is what industrial nations live by ; it is what sus- 
tains the standard of life their peoples can enjoy. One 
expected the Conservatives to make a start towards 
correcting the vulgar prejudice against capital, to 
encourage thrift and stimulate investment ; it is very 
surprising to find Mr Butler protecting consumption at 
any cost to capital. 


Nor is this all. Within the general neglect of capital, 
there is a special popular prejudice against the profits of 
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enterprise. Here also one could have expected the Con. 
servatives to try to correct their opponents’ error. By 
they prefer to pander to it by imposing a new Excegg 
Profits Levy which is indefensible in theory and wil! he 
arbitrary in practice. If heavier burdens on unearned 
income are necessary, they should have been imposed 
within the framework of the income tax, where they 
would affect all forms of unearned income and not pick 
out for differential punishment precisely that form of 
income that is most closely connected with enterprise and 
efficiency. It is sad to see an honest and realistic Budget 
tarnished by such a disingenuous attempt to steal the 
clothes of the Opposition. 


The excess profits levy, however, is imposed only for 
the duration of the emergency. It may be held that even 
things that run contrary to long-term policy may never- 
theless be right in am emergency. The argument 
would be more acceptable if it had not been trotted out 
so. many times before and if a more definite term could 
be set to the emergency. It would be more tolerable if 
this latest additional levy on risk capital formed part of 
a balanced programme of sacrifice for all. But it does 
not—and this is the second and even more serious 
criticism of the Budget. It is not a grim budget, or an 
austerity budget. The reason why it is so unexpectedly 
popular is that nobody—save for the road transport in- 
dustry and the ordinary shareholder—is being called 
upon for the sacrifices that everybody had been led to 
expect. Ever since they came into office, ministers have 
used the firmest language about their determination to 
do whatever was necessary to save sterling ; the only 
meaning that the public could attach to these warnings 
was that further efforts and sacrifices were to be required 
—and the public, on the whole, was ready to make them. 
Mr Butler began his speech by announcing the most 
ominous figures of the drain on the reserves that have yet 
appeared ; the obvious inference to those who listened 
to him was that the Budget was going to be even more 
severe than had been expected. Between these admoni- 
tions at one end of the speech and the concrete proposals 
at the other end, as Mr Gaitskell pointed out, there was 
the sharpest contrast. The reason why Mr Butler excited 
such jubilation on the benches behind him was that 
they thought the Budget would win them votes in by- 
elections which they had fully expected to lose. Yet it 
could almost be elevated into a general principle that, 
in a nation facing bankruptcy, a popular budget must be 
an inadequate budget. Once again a public that has been 
warned of imminent disaster has, in the event, been let 
down lightly. 


That this psychology is, in present circumstances, 
dangerously wrong does not require reinforcement by 
any statistical demonstration. But the economic argu- 
ment is almost as persuasive, The keystone of the Budget 
is Mr Butler’s decision that enough resources can be 
made. available for defence and exports in the coming 
year without cutting consumption below the level of the 
expiring year and that consequently the surplus on the 
Budget, reckoned on the conventional basis, of rater 
more than {£500 million that he found ready to his hand, 
is large enough. A decision on this crucial point is com- 
pounded of a number of subsidiary judgments, and on 
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neatly every one of these Mr Butler seems, to the outside 
observer, to have been determined to take an optimistic 
view. He seems to have underrated the volume of 
resources that will have to be shifted if the defence and 
export objectives are to be attained—the diversion of 
manpower was not so much as mentioned. He seems to 
have exaggerated the extent to which imports can be cut 
without reacting adversely on exports. He has put the 
prospective gain from inivisible exports very high. He 
has taken a sanguine view of the probable increase in 
the total output of the country—certainly of the extent 
to which there will be an increase unmatched by a 
parallel increase in spendable incomes. Like Mr Gait- 
skell a year ago, he is relying heavily on rising prices to 
limit consumption and allowing very little for the con- 
trary effect of rising wage rates. On any one of these 
points, the Chancellor may well be right and his critics 
wrong. But when he strains for the favourable assump- 
tion on every one at once, the odds against his being right 
become formidably long. 


* 


Yet if ever there was a time to make quite sure that 
the job is done properly, it is now. The reserves leave 
desperately little margin for mistakes ; and if the Chan- 
cellor was to run any risk, it should clearly be that of 
going too far. An excess of severity could be corrected ; 
another excess of leniency might be fatal. Translated 
into budgetary terms, this means that Mr Butler should 
have reinforced his surplus by another £200 to £300 
million. The ideal way to do this would have been to cut 


out the subsidies entirely, or almost so ; in which case * 


Precedence 


HANKS chiefly to Mr Churchill, the debate on 
defence in the House of Commons last week illu- 
minated its subject as well as the quarrels within the 
Labour Party. The rearmament programme rests, as the 
Prime Minister emphasised, on the assumption that for 
the present the atom bomb in the hands of the United 
States will deter Russia from starting a general war. If 
that assumption were false, if war seemed imminent, the 
programme would be criminal folly in its inadequacy. 
Fortunately, Mr Churchill presumably chose his words 
carefully when he described American atomic power as 
“rapidly growing and already overwhelming” ; he no 
doubt had in mind not only the rate of production of 
bombs but also the belief that the Russians’ ability to 
check strategic bombing of their country remains weak. 
But it was a pity that he did not go on to define more 
closely the purpose and nature, on these assumptions, 
-of the rearmament programme ; the debate showed how 
widely they are still misunderstood. 
The point of rearmament is that it would be foolish 
to rely on an ally’s lead in one however dreadful 
and powerful, permanently to frighten the possible 
aggressor. It is by its nature a lead that may after a 
time slip away, or with the development of new weapons 
or new defensive strategies become ‘irrelevant, at a sur- 
prising speed. The rearmament programme of the 
western countries is am insurance against this 


against danger. 
It has two main purposes. It is, first, to build up over 
the next two or three years balanced forces strong enough 
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he could have granted his concessions on income tax and 
social security payments and still have had an adequate 
surplus. There is no reason why this should be con- 
sidered politically impossible. After all, it was considered 
politically impossible, only a short time ago, to touch the 
subsidies at all, and by cutting them by 40 per cent. Mr 
Butler has incurred nearly as much odium as he would 
have had to bear if he had gone the whole hog. But if 
his colleagues would not have’supported him in this, then 
at least the income tax concessions should not have been 
afforded. To have budgeted on these lines would not 
have elated Mr Butler’s party ; it might well have cost 
it votes. But it would have put the soundness of British 
economic policy, and the determination of the United 
Kingdom to do its part in saving sterling, beyond any 
question. As it is, the people have been taught once 
again not to take seriously any cries of “ wolf” that may 
threaten to disturb their sense of economic security. 


It was suggested last we¢k in this place that Mr Butler 
had a unique opportunity to reverse the post-war drift 
of economic policy, and that the two primary tests of 
whether he had seized it would be whether or not he 
reinforced his surplus, and whether or not he cut the sub- 
sidies. He has passed one test, the smaller, and failed the 
other. The verdict on his Budget must therefore be a 
mixed one. He has done at least as well as any other 
post-war Chancellor of the Exchequer, and probably 
better. It is difficult to imagine either another Conserva- 
tive Chancellor or any Labour Chancellor showing so 
much realism and courage. But all this is still less than 
the situation required. The opportunity has not, indeed, 
been wilfully disregarded. But equally it has not been 
firmly grasped. 


in Defence 


to make general war look too costly for the Communists 
even if the West has no particular lead in atomic or 
other weapons. Secondly, it is to become strong enougia 
to deter local aggressions, as in Korea, without using the 
atom bomb. The particular purpose of British rearma- 
ment, in this context, must be to make this island as 
secure as possible against air attack and to make a full 
contribution to the deterrent forces stationed in Europe, 
the Middle East and parts of the Far East. 

In the past two years the politicians, anxious to pre- 
sent rearmament as the servant of large ideals, have put 
too much emphasis on the second part of this objective. 
Mr Churchill provided a proper corrective by treating 
it as an urgent response to dangers that directly threaten 
the lives and homes of the British people. Britain is 
not only a place to live in. It is a work the centre 
of Atlantic communications, a bridgehead for American 
power and an essential part of the European defence 
system. To say that defence begins at home is therefore 
not selfish isolationism. That is out of the question. 
There is no land defence for Britain in Britain. To hold 
a fairly advanced line on the Continent is the essential 
condition for an adequate air defence of this country. 
The place for the British army, as well as for important 
units of the fleet and of the air force, is abread. That 
is where they are. Of the army’s eleven effective divi- 
sions, five are in Europe and six are spread over the 
rest of the eastern hemisphere. There are now no regular 
combatant units here at all. “ 
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In the circumstances this, disquieting though it is, is as 
it should be. The mistake is to imagine that as long as 
this shield is spread outside, strengthening the troops of 
allies, little more need be done here as a preparatory 
measure. Many people seem still to assume that if war 
should come, this country would have, as in 1939-40, a 
space to get its own defences in order while, at the least, 
a holding action was fought on the continent. In fact, 
one cannot suppose that, the Russian strategists have 
ignored the. obvious lessons.of Hitler’s failure to destroy 
or at least to neutralise British strength. If the Russians 
did march westwards, they would certainly seek at the 
same time to dislocate and disorganise the most important 
industrial targets that would immediately lie within range 
—the ports and cities of this country. Hitler tried, but 
too late. And it would be ridiculous to draw any con- 
clusions from his failure without recognising the great 
size of the Russian air force, the possibilities of atomic 
bombing, the vastly increased effectiveness of mines laid 
from the air, and the rapid development of guided mis- 
siles which were in their infancy as recently as 1945. In 
another war, this country must expect to be at the centre 
of battle from the beginning, and to remain there even if 


western forces are able to maintain themselves on the 
continent. 


If these are the tasks the imadequacy of present 


Plus Ca Change ; 


| 
i 
| Perhaps there never was a country whose. prospects, 
both immediate and remote, were so gloomy and perplex- 
| ing as those of France. . . . She has three rival Pretenders 
to the throne—besides a numerous party who insist that 
there shall be no throne at all. There are the Legitimists, 
embracing the highest and most polished society in France, 
strong in fanatical attachment to an intelligible though 
unsound principle, and supported by nearly the whole 
weight of the priestly caste. There are the Orleanists, 
' who include within their ranks the great majority of the 
| commercial and financial classes, a vast proportion of the 
bourgeoisie, many of the chief officers of the army, and 
nearly all the eminent and experienced politicians of the 
country. There are the Bonapartists, thirsting for the 
re-establishment of the Imperial regime and the revival 
| of the Imperial glories, strong in the support of the army 
whose soldiers have known no spoil and whose marshals 
have reaped no glory since Napoleon’s dethronement ;— 
i strong also in the blind attachment of the peasantry, whose 
| dujl ear no name except Napoleon’s has ever reached. 
| Lastly, there are the Republicans of every shade and hue ; 
— stern devotees of a theory ; the poetical adorers of a 
li phantom ; the interested promoters of misrule ;—the idle, 
I who disdain to labour ; the criminal, who live by plunder ; 
the savage, whose element.is uproar; and the anarchists 
who hate every Government because they have made 
themselves amenable to all. These are the hostile sections 
who, secretly or loudly, are warring for the possession of 
their country,—none of whom are able thoroughly to 
conguer, none of whom are willing frankly to submit. 
Each party, when in power, seeks to govern in a manner 
which it is impossible for the others tamely to endure ; 
none are willing heartily to amalgamate ; and none seem 
i able to. divide authority generously with their rivals. 
Whichever party chances to be uppermost for the time, 
mo one for a moment dreams that the internecine and 
exhausting strife is ended. The struggle seems likely to 
be eternal. 
i 


The Economist 


March 13, 1862 


. mediately it is even more important to increase the 
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defences is patent. The main test to be applied to the 
rearmament programme is not whether it is too big or jog 
little by some notional standard. Obviously it cannot 
meet within the next year or two all the minimum 
requirements for effective defence. The questions are 
whether, within those requirements, it puts first things 
first and whether it promises to carry those jirst th ngs 
to some moderately satisfactory state within the nex: 
years, 


cWO 
* 


With eleven divisions overseas, Britain is alrea 
making in manpower an entirely fair contribution to :he 
forces ready to meet local aggressions. It is urgently 
necessary to equip those forces with more Centurion 
tanks, with more modern weapons, and better vehicies. 
Tank production, at least, is reported to be “ satisfaciory 
and increasing,” and much work has been done on the 
modernisation of the last war’s anti-aircraft weapons and 
vehicles ; production in. quantity of new types is barely 
beginning or, in some cases, hardly in sight. There are, 
however, even more urgent tasks. Important as it is to 
increase the effectiveness of the army per unit, im- 


ior 


y 


Y 


number of reserve units that Britain could quickly con- 
tribute to the defence of Europe. 


As yet the number of national servicemen who have 
completed their full-time service and passed into the 
reserve army is only one-third of the 300,000 that will be 
reached in 1954. In the meantime, the recall for 15 
days’ training of “Z” reservists from the last war has 
proved to be more valuable than most observers had 
expected ; it is rightly being repeated this year. But of 
the ten effective reserve divisions to which Mr Churchill 
looked forward—-making a total army, with one extra 
regular division to be formed, of 22 divisions—only two 
could this year be ready for action within a few weeks. 
The immediate obstacle to making the reserve army more 
effective is a shortage not of equipment so much as of 
officers, warrant officers and NCOs—both volunteers for 
the reserve army itself and regulars to form the. nucleus 
of the training staff. An imaginative policy to attract 
more part-time volunteers has yet to be devised. Much, 
however, has lately been done in all the services to attract 
more regulars by improving both pay and conditions of 
service, and a promising increase in recruitment has 
followed. The army now proposes to go further by offer- 
ing a career engagement of 22 years from the start of 
service. It is essential for the country to understand that 
the conception of a well-trained and ready reserve army, 
which is the more ecenomic alternative to a prolonged 
period of conscription, depends —s on the attraction 
of a larger and highly competent force of volunteer 
regulars ; whatever proves to be necessary to this end 
should be done without hesitation. 

The manpower problems of the army are, however, of 
almost minor significance compared with the enormous 
tasks involved in making Britain somewhat more proof 
against attack from the air. There are four main forms of 
possible attack: bombi minelaying, guided missiles, 
and air-borne landings. last it would be technica!ly 
possible to carry out from bases in Eastern Germany, 
before an enemy army began to move overland towards 
the Channel. Fortunately it is the danger against which 
some provision can be made most economically. Mr 


Churchill was able to report “rapid progress ” during 


the past few months in giving a combatant value to the 
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modern army’s enormous administrative tail—to the 
249,000 soldiers at depots and training centres in this 
country. All now have small arms and they have been 
organised into 502 mobile columns, which will gradually 
be grouped into larger units and presumably be given 
some support in heavier equipment. They will be 
strengthened by the seven additional, fully combatant 
battalions to be formed during this year by combi 
men out of the administrative tail. And they should also 
have important support from the reconstituted Home 
Guard—though it is too early to judge whether that will 
attract the numbers hoped for. - 

The Russian navy might well be able to put into the 
Atlantic twice as many submarines as the Germans ever 
did, but it is unlikely that they would be as efficient 
and it is probable that anti-submarine action would 
quickly be more effective than in the last war. Mines, 
particularly those laid close to the ports, would probably 
be a greater danger to convoys. Where the navy last 
year reported a total force of 63 minesweepers, with 41 
more under construction, this year the strength is put 
at 146, with 65 more under construction (of which 35 
are for inshore work). A volunteer force to watch for 
mines dropped near the coast is also being recruited. It 
is by no means certain, however, that sweeping of the 
most modern type of mine will be possible. 

The main defence against minelaying, as against 
bombing and guided missiles, must be to prevent as many 
as possible of them from being dropped or launched. The 
four main instruments of defence are radar, anti-aircraft 
weapons, fighter aircraft, and bombers to attack the air- 
craft bases and the sites from which guided missiles come. 
Little information about the development of the first 
two has been made public. The inferiority of the British 
fighters now in service to the Russian MIG 15 is well 
known ; it is less serious for defence against enemy 
bombers than for offensive operations. But the decision 
to give what Mr Churchill called “ super-priority ” to the 


The Red Army 


N last week’s budget debate in the Supreme Soviet, 
one speaker sought to show the peaceful nature of 
Marshal Stalin’s policy by claiming that in 1952 Soviet 
expenditure on arms would be much less than that of 
1940. .This was a somewhat remarkable statement ; for 


Mr Zverev, the Finance Minister, had just presented a. 


new defence estimate of 113.8 billion roubles, the biggest 
the Soviet Union has ever faced in peacetime, and almost 
exactly twice as | as the 1940 figure of 56.7 billion. 
The 19§2 estimate is, indeed, bigger than that presented 
in 1942, when Russia was alr 

The value of the rouble has declined since 1940, while 
war has become more costly; and it is i ible to 
ded. fesen ae teen: Waleed siiberee- wheemae the 
Kremlin feels war to be nearer than it was in 1940, or 
further away. But the rapid expansion of the Soviet 
arms 


BR 
5 


figure, 37. Pet oe geeees: deed 


_ justice.” 
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production of the newly-designed fighters is plainly right 


on every count, it does not mean that many will 
be in service next year. It would be a doubtful measure 
only if it meant delay in producing the new medium 
bomber, the Valiant ; whatever is done to strengthen 
air defence as such, there is little doubt that far too many 
bombers and missiles may still get through unless the 
bases from which they come can be effectively attacked. 
It is more doubtful whether, among competing needs, 
the production of a heavy bomber should be given as 
much priority as it seems to have. But it is important to 
note that while the various aircraft programmes gather 
momentum, the RAF is drawing valuable strength from 
North American production—the F.86 for fighter com- 
mand, the Neptune for coastal command, and the 
Washington for the medium bomber force. 


The layman is bound to take the decisions of the 
service departments largely on trust. But as far as can 
be judged, it does fook as though the pressing needs of 
defence are being met in a reasonable order. The 
priorities are about right. But there is no ground what- 
ever for complacency about the speed at which the first 
things are being done first. The whole range of air 
defence—tradar and new anti-aircraft weapons as well as 
aircraft—involves relatively light demands for metals and 


other materials, The narrowest bottleneck is the supply 


of labour to the factories making these things. The pace 
at which production can be increased therefore depends 
relatively littl—in this most important section of the 
defence programme—on sacrifices of exports and indus- 
trial investment, which the state of the British economy 
genuinely will not permit. It depends primarily on the 
release of manpower by sacrifices of home consumption 
through a rigorous financial policy. If the politics of that 
were more bravely faced, the effectiveness of the military 
defence against air attack could be increaséd more 
quickly. Civil defence, unfortunately, is another ques- 
tion, which will be discussed in a further article. 


Quickens Step 


Such an acceleration cannot, however, be ruled out.. 
The Soviet government reveals no details of its expendi- 
ture, and it is thus very easy for it to transfer large parts 
of the cost of its arms programme to other budgetary 
headings: The heading “Defence” covers only the 
direct expenditures of the service ministries on the 
maintenance of the armed forces and the purchase of 
their arms at cost prices: it does not include the con-' 
stitution of military installations or armament factories, : 
which appear under “ grants to the national economy.” 


_ Moreover, it is clear from Mr Zverev’s statements that’ 


the development of atomic energy is paid for out of the. 
“ social and cultural” funds ; and the cost of the large 

-military forces maintained by the Ministry of the’ 
Interior (MVD) appears under “ administration and 
The best available evidence suggests that in 
reality defence spending now amounts to not far short: : 
of a third of the budget ; and it must be remembered 


' that the Soviet budget, unlike those of the West, covers | 


something like two-thirds of the whole national income. 
“What is clear, even from the published figures, is that 
the arms programme is being stepped up at a pace which 


- gives little encouragement to the Russian people’s hopes 


ya 
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of a substantial improvement in living conditions. The 
budget apparently assumes: that civilian consumption 
will increase less this year than in 1951 ; the proportion 
of total Soviet resources going to raise the standard of 
living is, in fact, getting smaller. This year’s estimate 
for social and cultural services, including health, educa- 
tion and family allowances, is only three per cent greater 
than that of 1950; and if the official claim that the 
population is rising at a rate of over 15 per cent a year 
is correct, the value of these services per head must have 
fallen slightly. The lack of progress in this field con- 
trasts strikingly with the 37 per cent increase in defence 
spending over the same two. years. 


* 


At the official Soviet rate of exchange, the 1952 arms 
budget would represent some {10.1 billion, which 
would mean that the average Soviet citizen was paying 
nearly twice.as much for defence as his counterpart in 
Britain. But this artificial rate of exchange gives little 
guidance in any attempt to assess the real magnitude of 
the Soviet military effort. Even if a genuine formula for 
the translation of roubles into pounds existed, it would 
be of limited value. For, apart from the ease with which 
such a limited revelation as the Soviet budget can be 
falsified, account must be taken of the fact that the 
Russian soldier receives insignificant pay, that his equip- 
ment and upkeep are far cheaper than that of the western 


THe Soviet BUDGET 





‘000 ‘Million Roubles 1951 Per | 1952 | Per 1952 | Per 








Estimate) Cent | Actual | Cent ‘Estimate| Cent 
Revenue :— 1 1 
Turnover tax ........... | 244-7 | 683-3 | 247-8 | 53°0 | 260-0 51-1 
Profits tax.. 47°2 | 10-3 | 47-8 {| ° 10-2 | 61-8 } 12-1 
Direct taxes ...... | 43-4 | O95 | 442 | 94 | 47-4 | 93 
State loans:.... 133-4] TS Be TED 42-5 | 8-4 
Other revenue. @:-0 | 19:6 {| 91-3 | 195 | 9-1 19-1 
SOTA. 64.05 feces ctuvcgpes 458-7 100-0 | 468-0 100-0 508-8* | 100°0 
Expenditure :-— i i i i 
Grants to national economy | 178-5 | 39-5 | 179-4 | 40°7 | 180°4 | 37-8 
Social and cultural services | 120-8 | 26-8 | 118-9 | 26°9 | 124-8 | 26°20 
POM ik Viet sei ae ods 96-4 | BUS | we fl owe 113-8 | 23-9 
Administration and justice | 14-3 | 3-2 | 3. “1 . | 164 | 3-0 
Social imsurance ......... | 21-1 | 4-7 jae ee 43-5 | 91 
Other expenditure ....... pee eB ete hone <9 
TOTAL oi'n5 vd ence desnvcies | 451-5 | 100-0 | 441-3 | 100-0 | 476-9 | 100-0 








* Total revenue for 1952 was intreased to 509-9 billion roubles during last week’s session 
of the Supreme Soviet. 


soldier, and that cheap forced labour is available for 
many Soviet defence preparations. It is more helpful to 
relate present expenditure to known points in the past. 


According to a statement made last July by Mr 
Shinwell, then Minister of Defence, the Soviet defence 
budget of 1951 was able to support 4,600,000 armed 
men and to produce 5,000 tanks and 10,000 aircraft a 
year. Thanks to Mr Zverev, we know that the 18 per 
cent increase in the 1952 defence estimate is not merely 
intended to maintain these forces at their existing level 
in the face of mounting costs. On the contrary, the 
Finance Minister emphasised that increased productivity 
had cut costs enormously, particularly in heavy industry, 
and that there had been further economies through the 
reduction of wholesale prices for materials. If an 
armoured division or a long-range submarine costs 
Marshal Stalin less this year than in 1951, the real 
expansion of armed strength planned would appear to 
be well over twenty per cent. 


But it is not necessary to refer to Mr Shinwell’s state- 
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ment, the sources of which could not be disclosed. to 
obtain an idea of the scale of Soviet armaments in 19> . 
Soviet statistics themselves, few and coy as they sre. 
provide an alternative basis. While the size of Marshal 
Stalin’s forces either before or after the war may be 
disputed, it should be common: ground between both 
Communist and western democrat that at the peak of the 
Russian war effort those forces had reached their absolute 
maximum. The war year in which defence accounted 
for the highest proportion of the Soviet budget was 
1943. In that year, when the slogan “everything for 





100 
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the front” dominated Soviet life, only 59.5 per cent of 
the budget was officially allotted to defence. This not 
only indicates the extent to which arms expenditure is 
automatically concealed under other budget headings, 
even when it would be good propaganda to show that 
the maximum effort is being made ; it also gives an upper 
limit from which the intensity of current Soviet rearma- 
ment can be assessed. Allowing for the fact that in the 
most peaceful years the Soviet Union devoted at least 
three per cent of its budget to defence, it appears that 
the difference between complete peace and total war 
represents about §6 per cent of budgetary expenditure. 

1952 percentage of 23.9 indicates that the current 
arms effort has advanced a little over a third of the way 
along this scale. The Russians can, in fact, be said to 
be on a “one-third war” basis. A similar calculation 
for Britain shows that this country, even at the peak of 


.-its planned rearmament effort, will be asked to aim at no 


more than a “one-quarter war” basis. If the American 
rearmament effort is analysed in the same way, it appears 
that in 1952 the United States will be drawing level with 
the Soviet Union for the first time. 

If it is asked how the Soviet Union is contriving to 
maintain its position without making such a spectacular 
rearmament effort as the West, the answer is simply that 
it never disarmed to the extent that the democracies did. 
Between 1945 and 1948 Soviet defence expenditure was 
reduced only by 48 per cent, while both Britain and the 
United States cut theirs by over 85 per cent. It has 
required no dramatic effort for the Russians to gear up 
their military machine so as to equal the western allics’ 
new pace, and thus keep ahead. The western sprint of 
the last eighteen months has been answered only by 2 
controlled lengthening of the Soviet runner’s stride ; but 
even that, given the unequal positions from which the 
two contestants started, looks like being enough {for 
the leader to keep in front for some time yet. 
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Dishing the Socialists 


Mr Butler’s exposition of his Budget, was excellent ; 
few Chancellors have secured a greater personal triumph on 
their first night. And whatever he proves to have done to 
the economy, Mr Butler has certainly upset many political 
calculations, The Labour party had confidently expected to 
have nothing but cuts against which to whip up indignation. 
The Opposition benches duly roared with delighted anger 
at the 4 per cent Bank rate and the cut in food subsidies. 
But they grew silent, and the faces there grew glum*with a 
deeper anger, as Mr Butler bestowed—with continuing sweet 
reasonableness—his benefits to their supporters. 


The backbenchers on the Government side had come pre- 
pared to take their medicine. They expected to sit tight 
and be given nothing to sell to their constituents. They 
heard instead a stirring declaration that austerity is not 
enough and a brilliant essay on how to save the pound with- 
out hurting. It remains to be seen how closely the essay 
fits the facts—and how, politically, the constituencies will 
weigh dearer food and petrol against less income tax and 
bigger family allowances and pensions. But for the present 
most Conservative members are delighted to think that their 
Tory Reformer has dished the Socialists ; in this mood, they 
will take it for granted that he has also saved the pound. 


* * * 


Common Ground for Labour 


The Conservatives’ pleasure in the Budget is at the 
expense of the Labour rank and file. On the Opposition 
front bench there must also be relief that it is milder than 
was expected. It enables the Labour leaders to be at once 
a vigorous Opposition and ex-ministers. Mr Gaitskell was 
able to attack the Budget roundly enough to satisfy the 
benches behind without departing from such rules of 
economic realism as he had himself observed in office. He 
did not have to oppose cuts without saying what he would 
do instead. Mr Butler’s blunt declaration that there was no 
need to reduce real incomes had given him much of his case. 
He asked, effectively, why then was there the fuss of an early 
Budget # Mr Butler had contrived, in spite of the dollar 
figures, to remove all feeling of an economic crisis from 
Westminster. Mr Gaitskell was free to protest that the 
Tories were unfair to the workers without having to suggest 
that everyone could be better off. 


The criticisms on the Left of the Labour party naturally 
go further. It wants to believe that Mr Butler is precipitating 
a slump with a 4 per cent Bank rate. But in the opposition 
to the Budget there is now at any rate more common ground 
for the two wings of the Labour party than there has been 
since Christmas. There is a chance for.the divisions over 
rearmament to heal. In spite of the rumblings last week-end 
of an ultimatum from T tt House and defiance from 
Ebbw Vale, there never was in fact any question of a split 
in the Labour party. If Mr Attlee had had his way, and the 
rebels of the defence debate had been required to confess 
their sin by a specific undertaking to abide by party decisions 
in future, the undertaking would have been given. Mr 


Bevan might have gone into the wilderness with Mr Foot as - 


his faithful lieutenant, but that is all. 
that almost all the others of the $7 would have smartly toed 
the Reet Oe ee ee pee 
politics, and they want to influence or control its policy, not 
to commit politi See a eee eee 
to in any event to continue within 

split it. | 


me 


_ministers headed by Mr Strachey and Mr Strauss. 
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NOTES OF THE WEEK — 


Together to the Left 


The one certain outcome of the quarrel about Labout’s 
attitude to rearmament when in opposition is that the centre 
of gravity of the party has moved several feet to the Left. 
There is little point in speculating whether Mr Attlee or 
Mr Bevan has come off best. Both have emerged severely 
mauled. The party has formally resolved that a revolt such 
as Mr Bevan’s “ gravely damages” it. In other words, Mr 
Bevan’s licence has been endorséd and. the evidence is there 
to be held against him if ever the official leaders feel strong 
enough to remove the licence on another charge. But they 
have failed this time, and they are likely to grow weaker, not 
stronger. 


Mr, Attlee, determined to reassert his authority and sup- 
ported by most of the Labour front bench, demanded 
more rigorous action against the rebels but was heavily 
defeated. The meeting of the Parliamentary party passed 
instead the compromise resolution that was content, after 
its censure of Mr Bevan, to restore for the future something 
like the party’s prewar standing orders, requiring all MPs to 
carry out the party’s decision except in a-matter of con- 
science (which appears to be subject to redefinition). But 
if Mr Bevan has been told that the party will not stand 
another revolt, it has also been shown that the pressure for 
unity at all costs will next time come into play earlier and 
may well ensure that the official policy is one against which 
he need not rebel. 


The compromise—if a decision arrived at against the oppo- 
sition of Mr Attlee and the party’s other elected leaders can 
be called a compromise—was the work of a group of ex- 
These 
are men of or near the Left. Although they disagree with 
Mr Bevan on rearmament, they have helped to show that on 
all matters the Labour party, under pressure from the con- 
stituency parties and under the normal temptations of oppo- 
sition, is veering sharply towards a new, more left-wing 
position. To that extent, Mr Bevan is winning. But at the 
same time he has weakened, not strengthened, his personal 
position. He still shows -no evidence of possessing the real 
stuff of leadership. Still less do any of his present lieuten- 
ants. The future of the Labour movement depends very 
largely on what men will emerge to fill the gap created by 
the blows that the past few weeks have dealt, not primarily 
to Mr Attlee himself, but. certainly to his former .colleagues 
of the inner cabinet like Mr Morrison, Mr Shinweil and Mr 
Gaitskell. 


* * * 


Moscow’s Bid for Germany 


In. the latest Soviet proposals to the West for a peace 
treaty and German unity the important feature is not what 
is proposed for the immediate future but the long-term 
prospect that is offered. It is that the government of a 
united Germany should control its own national forces and 
arms industries, and should gain free access to the markets 
of the East and perhaps to the friendship of Moscow and 
Peking, by staying outside the Atlantic community and asso- 
ciating with the Communist community. If one asks which 
groups of Germans this is intended to attract, the answer 
is quite clear ; the men who run heavy industry now and 
the men who would run a new Wehrmacht later. In short, 
Stalin is returning from the policy of 1948 to the policy of 
1940 ; and great must be the consternation of his followers, 
notably in Poland and France, who havé-always been told 
that the united Germany they feared would be demilitarised. 
These are the warming-up exercises for the kind of somer- 
sault that led’to the Molotov-Ribbentrop pact. 
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In 1948 Soviet policy demanded of Germany reparations, 
demilitarisation, a ban on Fascism and a share in controlling 
the Ruhr. - Admittedly, as western policy moved towards 
European integration and German rearmament, Soviet policy 
moved stage by stage towards proposals that would impede 
the formation of a European army within the North Atlantic 
Treaty Organisation, but always, it seemed, with the object 
of keeping Germany disarmed and with the hope that. unity 
would gradually bring a powerful Communist party on to 
its political stage. Lately, Stalin must have felt that even 
if the European Defence Community came to nothing, an 
American alliance with an independent and rearmed 
Germany might be the desperate alternative. He, therefore, 
now offers the Germans independence, rearmament and a 
partnership—alliance is specifically excluded—based on 
trade. Von Seeckt and Radek must be stirring in their 
graves. si 

Perhaps the Americans gave the Russians the cue for this 
dramatic entry. They have recently proposed for Austria 
a new start: withdrawal of occupation forces by all four 
powers, and the formation of a national army. If that would 
get the Americans out of Austria, a similar proposal for 
Germany might get the Americans out of Europe. It is with 
this main purpose of Soviet policy in mind that the new pro- 
posals must be examined. 


* * * 


For the Record 


During the Palais Rose talks which began this time last 
year the Soviet purpose seemed to be simply propaganda and 
frustration of western negotiations with Dr Adenauer. Then 
came an offer from East Germany by Herr Grotewohl which 
seemed to promise all-German elections and a peace treaty. 
Te his discomfiture Dr Adenauer’s government took him at 
his word, drew up an electoral law for free elections, and 
persuaded the western powers to ask the United Nations to 
find out whether free elections would in fact be possible in 
the two Germanies. The Uno committee set up to do this 


has been refused entry into the Soviet Zone. 


Then a few weeks ago Herr Grotewohl tried to influence 


. the French Assembly’s debate on the European Defence 


Community by addressing to all four occupation powers a 
request for a peace treaty. When asked why he made no 
mention of all-German elections, he declared that the peace 
treaty was the vital matter ; whether elections came, before 
or after it was unimportant. The Soviet Ambassador in 
Eastern Germany replied by demanding a. peace treaty on 
the basis of Potsdam, executed by an all-German government. 
This would have meant demilitarisation and only limited 
sovereignty for the new state. In other words, the Russians 
had apparently shelved their proposal for elections through- 
out Germany and were suggesting a treaty which would calm 
Ftench fears of a powerful, reunited Germany more than 
western integracion plans could hope to do. 


Hitherto it has not been clear to every western mind that 
the Soviet alternatives to western policy for Germany were 
undesirable. In particular, the vision of a neutralised and 
demilitarised Germany has attracted many. These doubts 
are now removed ; the “middle way” for Germany should 
now be seen to be an impossibility, and Moscow’s motives 
should be clear. The western powers must reply to the 
latest Note, and they can insist once again that free elections, 
a united Germany and the retention of occupation troops 
might provide a basis for compromise with Moscow ; but 
that a united Germany without occupation troops and free 
elections does not. It becomes more than ever important 
to bring about the European Defence Community; but 
that does not mean scrambling ahead at panic speed and 
pretending that the French Assembly and the Bundestag 
will be easily and quickly persuaded to accept it and the new 
contractual arrangements with Germany. 
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Lord Ismay for Nato 


The North Atlantic Treaty Organisation now ha; a 
Secretary-General. Into the shoes prepared for Sir Oj ver 
Franks steps, not Mr Pearson of Canada, not Dr Stikker of 
the Netherlands, by General Lotd Ismay, hitherto Secre- 
tary of State for Commonwealth Relations. It would nor 
immediately strike the eye that the same shoes would be | 
likely to fit the two men, and Lord Ismay’s particular quali- 
fications and experience are very ‘different from those o/ 
British Ambassador in Washington. But the genera! 
many advantages denied to the don. 


He is a soldier whose repute is great across the Channel 
and the Atlantic. As head of the civilian organs of Nato he 
will be. able to represent the civilians to Shape, and Shape 
to the civilians, each in their own language. Nato’s most 
pressing problem is to reconcile its military with its civilian 
interests, and perhaps nobody could do it better than 
general acting for a civilians. Secondly, Lord Ismay’s 
strong link with the Commonwealth will bring more pro- 
minently into the scene the third leg of the tripod on which 
the British would like to see Nato rest, and perhaps not a 
minute too soon. Finally, Lord Ismay is the confidant and 
adviser of Mr Churchill. With his appointment the British 
Prime Minister is assured of a new and intimate view of 
affairs Atlantic and European, to the certain benefit both of 
the affairs and of the British Government. 


Where Lord Ismay may find difficulties in his new job is 
in the slightly more remote, but no less important, non- 
military sphere. His functions include not only liaison with 
military headquarters but the control of the civilian secre- 
tariat (mainly concerned with economics and information), 
the chairmanship of the civilian representatives who are now 
going to sit in permanent session with the authority of the 
council itself, and who will determine how the organisation 
shall develop beyond its immediate, military, preoccupations. 
There is also much to do in the way of co-ordinating national 
delegations. These are functions which may well require 
more experience of civil administration, economics, and the 
intricacies of European and Atlantic politics than Lord Ismay 
himself possesses. But they need not present any difficulties 
that the appointment of a complementary deputy to the 
Secretary-General, preferably from one of the continental 
countries, could not overcome. With such support Lord 
Ismay could be a source of great strength and unity in what 
has so far been too-diffuse an organisation. Without it he 
may be a harassed man. 
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* * * 


.Tory Social Reform 


For the second year in succession a Chancellor of the 
Exchequer has made important changes in payments under 
the social services. But whereas last year Mr Gaitskell con- 
fined himself to the national insurance and _ assistance 


schemes, Mr Butler has proposed increases over a much 
wider range. * 


Mr Butler said that it was the Government’s wish to he!p 
those whose needs were greatest, but he has not observed 
this principle in every case. Family allowances, which are 
to be raised from §s. to 8s. a week, although payable irres- 
pective of the parents’ means, are in fact an efficient form of 
social service payment, since they are taxable. Similar'y, 
the small increases proposed for public service pensioners 
will undoubtedly relieve genuine hardship. The higher besic 
rate of pensions for those disabled in war or industry has 
less justification—if the criterion is to be solely one of nced. 
The majority of the 700,000 war disabled (of both wars) 
are in full-time employment. Their disablement pensions 
are, therefore, a tax-free addition to wages and salaries. The 
war disabled who are in need are the 20,000 whose 
disability prevents them from working and the 18,000 who 
have to do work inferior to their old job. These. together 
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with war widows, could be effectively helped at a smaller 
total cost by increasing the unemployability and other 
supplements. 


If this is true of war pensioners, who are a diminishing 
liability, it is much more true of those who draw benefits 
under the industrial injuries scheme—whose numbers will 
gradually increase. Here, again, a disabled person’s benefit 
can be a tax-free addition to wages,*and help should have 
been similarly concentrated on those whose injury or illness 
has caused them a real loss of earnings. If, howeve?, indus- 
trial injuries had to be treated in the same way as war dis- 
abilities—as the trade unions have alvgpy insisted—the 
higher benefits ought to be paid for by higher contributions, 
on which a decision has yet to be made. 


The new favours given to the industrial sick and injured 
make the contrast between their benefits and those drawn 
under the national insurance scheme even more marked than 
before. The basic industrial injury benefit will be 55s. a 
week. The basic national insurance benefit for the sick and 
unemployed will still be 26s, a week. Old age pensioners, 
however, will receive, if Mr Butler’s proposals are accepted 
by industry, a uniform benefit of 32s. 6d.—the distinction 
drawn last year between the old and the elderly being 
abolished. This increase in pension, will be met by higher 
contributions from employers and employed. What is still 
unknown is the new rate of national assistance. If it merely 
takes into account the rise in food prices, it will presumably 
be raised from 30s. to 31s. 6d. a week. But the rise in other 
prices may well impel the National Assistance Board to go 
farther than this—with the result that national assistance, 
even without the rent allowance, may still be above the new 
rate of:old age pension. The prospect of insurance and 
assistance indefinitely chasing each other upwards has not 
been avoidéd by Mr Butler’s proposals. 


* * * 


Poll on the Budget 


The Gallup Poll whose results were published in the 
News Chronicle the day before the Budget yielded some 
interesting evidence about public opinion on government 
spending and taxation ; one fact has considerable political 
significance. Family allowances are by a large margin 
the social service which most people (32 per cent) 
would cut first and fewest people (9 per cent) would 
cut last; less than half as many (14 per cent) would 
cut food subsidies first, while those who would preserve 
them to the bitter end are only a few points behind those 
who would similarly give priority to housing. A social 
service that embodies a real transfer according to need 
apparently ranks much lower in popular esteem than an 
out-of-one-pocket-into-the-other piece of fiscal legerdemain 
“ benefiting” all consumers indiscriminately. This must 
have been distressing news for the Chancellor. But a recog- 
nisable degree of altruism surely appears in the choice of 
betting and football pools as the most popular candidates for 
increased taxation; out of the $4 per cent who assigned 
first place to these, there must have been patrons of both, 
and the fiscal naiveté shown by reliance on such a source 
of finance does not detract from their public spirit. 


More important, and more encouraging to Mr Butler, is 
the fact that the tax most frequently chosen for reduction 
was income tax ; it was also next to the bottom in the list 
of taxes which py would choose to increase. Traditionally, 
direct taxation is fair taxation, the time-honoured method of 
soaking the rich, an impost on whose increase the People, 
the Common Man, could always look with an equanimity 
tempered, if at all, by malicious pleasure. Indirect taxation, 
on the contrary, was the wickedly regressive instrument of 
fiscal oppression for this same Crean Man. The few 
years. during which, with wage-rates rising and exemption 
limits and allowances comparatively stable, PAYE has 
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brought home to the average wage-carner his status as & 
taxpayer, have evidently brought about a radical shift in 
this popular attitude—a shift that the Opposition would be 
wise to remember in their attacks on the Budget. It is a 
change that is likely to outlast the present ranking -in 
popularity of government expenditures. 


« : *« * 


Watching for Restrictive Practices 


The Board of Trade, in its annual report on the working 
of the Monopolies Commission, shows some doubt whether 
all the commission’s recommendations will be effective. It 
says of the dental goods industry that “ it is not yet apparent 
that the commission’s criticisms of the industry’s arrange- 
ments have been effective at all points.” 


The dental goods industry, the first of the three indus- 
tries on which the commission has so far reported, was 
the only one for which an Order was made. This followed 
the recommendation, made perhaps in the innocence of 
youth, that exclusive dealing and collective boycott should 
be “prohibited.” In its two later reports the commission’s 
more cautious phrase was that “this should cease.” To 
draft*an order of this kind without leaving loopholes is 
certainly difficult. If industry will play ball, it is more 
satisfactory that informal settlements about changes in 
trading practices should be agreed between the industries and 
government departments concerned. This method is being 
followed for the cast iron rainwater goods and the electric 
lamp industries. It makes it possible to renew discussions 
if there is reason to think that the terms of the settlements 
are not being observed. 


The Monopolies Commission,-which has too much on its 
plate already, has no responsibility for seeing that its 
recommendations are carri¢d out unless specifically asked 
to do so by the Board of Trade. Where an order has been 
made, its observance is a legal matter; but otherwise the 
task of supervision would normally be left to the interested 
departments. They may be able to perform it adequately 
while they have only two or three industries to watch. But 
will they be able to do so when a large number of industries 
have been asked to mend their ways? A special super- 
visory body’ may then be needed. At the commission’s 
present rate of progress, this will not be a problem for some 
time. But the Monopolies Bill—now put off at least until 
the next session of Parliament—will speed up the work, 
presumably by allowing the commission to divide itself into 
panels. Probably, too, it will make possible horizontal 
investigations throughout industry of specified practices— 
the obvious first candidate being exclusive dealing, which is 
the practice complained of in most of séme forty industries 
that have been suggested to the Board of Trade as ripe for 
investigation. To prevent such a practice on a wide scale 
would certainly be too much for the existing machinery 
of supervision. 


* * * 


Stagnation in Korea 


The last few weeks have done nothing to make it any 
clearer whether the Communists mean to have a truce in 
Korea or not. As General Ridgway said on Tuesday, the 
talks at Panmunjom have reached a point where it is impos- 
sible to guess what will happen next. The United Nations 
representatives are unfortunately less able to forte the pace 
than they were in the earlier stages of the negotiations last 


— One reason has been that there has been almost no 
cavy 


fighting on the battle front since last November. This 

has removed the pressure that created even the little sense of 
urgency at one time detectable in Communist behaviour. It 
is notable that the American Budget Director, Mr Lawton, 
in testimony given in answer to Senator Taft’s questions in 
the Congress economic committee at the end of January, con- 
s 
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firmed that the United States budget for the year 1952-53 
assumes that the fighting in Korea will be virtually over. 


Another reason for stagnation in the truce talks is the trap 
into which the Americans have fallen on the question of 
prisoners of war. In order to get from the Communists the 
maximum number of facts about the prisoners in their hands, 
General Ridgway’s command several weeks ago handed over 
the names of all prisoners captured by the United Nations. 
Now that many thousands of these men have elected not to 
go back—and the UN authorities have decided not to force 
them to go—even the release of the others is difficult. For 
once the exchange had been made, the Communists could 
check off on their lists the names of those who have not 
returned and order reprisals against their families. 


Although the truce has stalled, so has the war, and: there 
are a number of factors working against any return to large- 
scale fighting. One can be seen in the frenzied communist 
accusations that. the Americans are waging bacteriological 
warfare, which suggests that the epidemics in North Korea 
may be serious. General Van Fleet, the commander of the 
Eighth Army, has lately said that he does not expect a com- 
munist spring offensive, though he could stave off any 
attempted break through if it came. This kind of statement 
is always dangerous, as it may be suddenly and disastrously 
proved wrong. But because indefinite continuation of a state 
of neither peace nor full war may prove quite as difficult 
for the Americans and their allies to sustain as a renewal of 
all-out fighting, there seems a strong chance that the Com- 
munists may have chosen this tactic. 


* * e 
Prospects of Pinay 


M. Pinay has won his majority by the remarkable 
number of 192 votes. The parliamentary Gaullists as well 
as the Sotialists abstained in his favour. Yet another govern- 
ment of the centre has been confirmed in office. For the 
first time since General de Gaulle, the Prime Minister of 
France has a following in the ‘country strong enough to 
influence his parliamentary position. It was this that made 
M. Soustelle say on Monday, “Gaullisme sans de Gaulle, 
cest néant,” and on Tuesday defy the General’s express 
command by leading the parliamentary Gaullists to abstain. 
The great question is whether M. Pinay has acquired his 
popularity by firing the country’s resolution or by lulling 
its fears. The present sources of his appeal are not entirely 
reassuring. There is, first, his own comforting, sensible and 
essentially bourgeois personality. He is the man with whom 
most Frenchmen would choose to face a crisis. Then there 
is his promise to keep down prices, and specifically his 
reversal of the decision to increase the cost ‘of electricity 
by 10 per cent. Without wondering how it can be done, the 
public took this right to their hearts. Finally, there is his 
promise to give up the attempt to raise new taxes. 


These are the reasons why he-is being applauded in the 
cinemas, and why- only the Communist deputies dare to 
vote against him. But this, alone, is not the programme 
which will save the franc. If'M. Pinay is not going to raise 
mew taxes, he can only steer the government into solvency by 
cutting expenditure, by greater public borrowing, and by 
increasing the yield on existing taxes. 

Little government expenditure can be cut ; little money 
will be lent to the government (though M. Pinay estimates 
the need at 400 billion francs jn the current year) unless, for 
the first time in many years, Frenchmen can be persuaded 
that prices are not going to rise and the franc is not going 
to fall. This cannot happen unless taxes are paid in full. 


But if M. Pinay is going to stand by this, his most important 


and least.appreciated promise, he must offend the salaried 
workers by granting an amnesty to the non-salaried who have 
not paid in the past. And he must offend the backbone of 
his own and the Radical party, since the main burden of 
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tax enforcement must fall on the small businessman and <hop- 
keeper. Is.his popularity deep enough or his courage peat 
enough ? It may be, but it will demand more than :he 
endearing traits of the “ little man” which have so far 


. . ° ve “0 
his main recommendation. ; 
* * * 
~ ‘ ® ‘ 
The Commonwealth Defends the Pound 
The sterling area has gone into battle to defend the 
pound, but with different countries using diverse tacjics 


Indeed, it is clear that the plan of campaign discussed 2; :| 
meeting of the Commonwealth Finance Ministers co.!q 
have defined only the broad objective of bringing national 
payments accounts into balance. Australia’s import curs. 
especially of consumer goods, were designed so as not to <is- 
criminate against any particular country or currency or: - 
but they will hurt the British more than anybody, for \: \; 
principally consumer goods that this country will have to 
offer this year. New Zealand, on the other hand, is con- 
trolling imports only from non-sterling countries, and fo; 
this purpose members of the European Payments Union a: 
regarded as part of the sterling area. South Africa has made 
a general cut which will affect imports from non-sterling 
countries more than those from the sterling area. 

The present bout of import slashing was begun by Britain 
last November. Although it is the easiest ae eels way 
of reducing a balance of payments deficit, it can have serious 
repercussions. A more permanent solution lies in expand- 
ing exports, and for Australia and New Zealand, at any rate, 
that means expanding agricultural production. A survey 
prepared by the Commonwealth Economic Committec* 
shows that their output has risen less, compared with the 
four years immediately before the war, than in Britain, 
Canada, South Africa, or evén the United States. In Britain 
and Canada the agricultural labour force has been main- 
tained or increased, more machines are employed and more 
fertilisers are used ; whereas in Australia and New Zealand 
the labour force has tended to decline and its effect has been 
accentuated by a shortage of equipment. The steady rise 
in the price of wool from 1946 to last March encouraged 
their farmers to switch to pastoral farming ; at the same 
time there has been, particularly in Australia, a develop- 
ment of secondary industries. 


So long as Australia held large sterling balances, it was 
able to expand its industries without reducing domestic 
consumption, and the Australian people consumed a larger 
proportion of agricultural output. Recently those balances 
have been reduced to a dangerously low level, and if 
Australia is to get capital goods from abroad it must first 
build up an export surplus of foodstuffs. The government 
still hopes it can maintain favourable terms of trade by 
forcing Britain to pay higher prices for meat and dairy pro- 
duce ; but. Mr Butler’s cut in the food subsidies will mean 
that Australia, and other suppliers, can exact higher prices 
only if the British public is willing to pay them. 


* * * 
More Power for Hospital Boards 


_ The Ministry of Health is gradually restoring to ‘he 
regional boards some ef the powers it took from them in 
its efforts to prevent the hospitals from overspending. !n 
2950, two big checks were imposed on ital management 
committees, They were told to send to both the boards and 
the Ministry a monthly statement showing their actual 
expenditure under the various subheads—food, salaics. 
drugs and dressings and so on—compared with their «<1 
mates. The regional boards had to submit to the Mini:'ry 
a similar monthly statement of their own expenditure. 





* Review of Commonwealth Agriculture. HMSO. 7s. 6d. 
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The second check restricted the transfer of savings under 
one subhead to meet increased expenditure under another. 
For the first two years of the health service, management 
committees were able to make these transfers subject to the 
approval of the regional board ; and provided the sum was 
not too large prior approval was often dispensed with.. From 
1950, however, transfer of savings had to have the per- 
mission of the Ministry of Health. Since the Ministry could 
not possibly know the individual circumstances of all the 
management committees, this would-be check on extravagance 
only resulted in penalising the economical committee and 
encouraging over-budgeting on all the subheads. 


The Ministry has now decided that this power to approve 
transfers of savings should be restored to the regional ds 
—a step which was recommended by the Select Committee 
on Estimates last summer. Further, management committees 
will in future have to send their monthly returns of expendi- 
ture only to the boards, which in their turn will send to the 
Ministry a summary for the region as a whole. These changes 
are welcome for two reasons. First, they mark a break away 
from the centralised control over the hospitals which the 
Ministry had been building up. Fourteen regional boards are 
better able to control the finances of some 375 management 
committees than the Ministry. Their second merit is that, 
together with the simplified arrangements for estimatin 
which came into force last autumn, they make hospita 
financing much more flexible. The Ministry has still some 
way to go before hospitals are given block grants and allowed 
to retain their unspent balances. But at least it has made 
a start. 


* x * 


Uproar Over Fares 


The agonised protests against the increase of fares in 
‘the London area reflect considerable discredit both on the 
public intelligence and on the London Transport Executive. 
It is not the increase itself, following with a long lag on rising 
costs, which is discreditable ; compared with most things, 
London transport is still cheap, and the increase was brought 
about by due process of law after the independent Transport 
Tribunal had heard and adjudicated upon the relevant 
evidence. What is discreditable is rather the executive’s 
astonishing disregard of the need, before making so drastic 
and onerous a change in their charges, to explain to the 
travelling public why the change was necessary and how it 
was going to work out. Explanation was particularly neces- 
sary because the general rise in fares, reflecting increased 
costs, was being made the occasion also to remove historical 
anomalies by which some fares were relatively cheap even 
at the old level of costs. This ironing-out was overdue, and 
so was the tightening of the rules governing early morning 
fares. But public relations can seldom have been so 
abysmally mishandled by any corporation whether public or 
private, The executive had time enough in which to present 
and explain its case ; it had its own advertising media, to 
say nothing of others, ready to hand; and it must have 
realised that the Casual estimate of a 20 per cent increase 
would be so far out of line with reality for a large minority 
of its passengers as to be rather worse than no estimate at all. 


Inept public relations, however, do not excuse the attitude 
that the last fortnight has shown to be typical of the London 


travelling public. It is an attitude often enough, though less ~ 


vociferously, displayed in other connections: the belief in 
the Englishman’s inalienable and heaven-bestowed right to 


get for less than cost anything whose full economic price 


seems to him inconveniently high. The campaign of protest 
has demor&trated all the unreason of the small child reviling 
the bad naughty table on which it has banged its head. It 
is true that for the traveller the collision is unavoidable, 
since his fare is far more often than not an essential working 
expense, That fact ts not, however, the Transport Executive’s 
fault, nor would it justify a subsidy largely payable out of the 
traveller’s own pocket. It is a daunting thought that the 


~ 


- 





635 


peoer in London is likely to seem in retrospect the mildest . 
of curtain-raisers when, on May tst, revised fates come into 
effect over the rest of the country.. Meanwhile Mr Maclay 
must derive a grim satisfaction from explaining to Opposition 
questioners that the Minister of Transport’s powers of inter- 
vention are strictly limited by the terms of Labour’s 
nationalisation statute of 1947. 


* * * 


Labour Attaches 


The Opposition has been pressing the Government for 
an assurance that the number of labour attachés serving in ° 
British embassies and legations will not be cut during the 
general reductions in the foreign service ; but it failed to 
make all the points that can be made in favour of these 
useful officials. At present 21 of them are serving abroad, 
and they are covering all but 18 of the countries in which 
Great Britain is diplomatically represented. Their main 
duty, as Ministry of Labour men, is to publicise and spread 
British methods of maintaining peace in industry, as well 
as British trade union practices ; but they serve other valuable 
purposes. For example, they move in a stratum of foreign 
society which is unknown to the average diplomat. They 
meet large numbers of ple who are not officials, and 
who are not asked to official parties. If the right man is 
picked in London, he is admitted to a fraternity that 
stretches across frontiers. His grasp of what the common 
man thinks and does is often more extensive, and less likely 
to be founded upon hearsay, than that of colleagues with a 
purely diplomatic training. His use as an information officer 
may be secondary to his role as a contact man, but it is 
equally valuable. 


Again, in countries with nascent but under-developed 
labour movements—for instance, the countries of the Middle 
East—the right man can help to shape trade union activity 
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along lines that will render it resistant to Communism. 
Some good work of this has been done in both Egypt 
and Persia. The only possible justification for cuts, if they 
must be made, is to save money ; they must not be a prelude 
to abolishing this useful work. They would be best made in 
countries which have the most in common with Britain, where 
there is little to teach and social mixing is not discouraged by 
traditional habits. The recent creatiom! of a new post in 
Madrid suggests that the value of the labour attaché’s job is 
understood in the Foreign Office. 


~ ” oe 


More Delving at the Docks 


While Mr Butler was making his revelations in another 
place, their lordships managed to keep their minds wonder- 
fully concentrated on delays in handhng cargo at the docks. 
It was a discussion among men With special knowledge— 
Lord Winster, Lord Ammon, Lord. Waverley, Lord 
Ranciman; and finally Lord Leathers replied for the 
Government with an announcement that ‘yet another investi- 
gating committee would be set up. © It will be called the 
Ports Efficiency Committee—but this. brisk name can hardly 
prevent fears that it will be just another paper-chase. 


Plenty is known about the docks. - There have been work- 
ing parties on the turn-round of shipping and on mechanisa- 
tion. There have been inquiriés into dock strikes at London 
and Manchester. The port authorities and the Dock Labour 
Board are well aware of the problems ; and so too are their 
lordships, as the debate on Tuesday showed. And it still 
remains trie that the turn-round of ships in British ports is 
on the average 20 days; compared ‘with 17 days before the 
war. Some of the delay is unavoidable. Ports which were 
built for the large coal exports of bygone days are not always 
suited to exports of other goods. These must be crowded 
into the ports that can take them. The average ship is larger 
than before the war and takes longer to load. There is 
a shortage of cranes, of lighters and of deep water. berths. 
Hold-ups are caused by the fact that the working day in the 
wharves and warehouses is shorter than in the docks. And 
finally, there is the most intractable part of the problem, 
the restrictive practices of the dockers—such as their refusal 
to work new machines or to make up full gangs by amal- 
gamating incomplete ones. 


Discipline is admittedly weak in the industry. The Dock ° 


Labour Board is a buffer between employers and workers, 
and trade union leaders have to play incompatible roles as 
champions and judges. But this part of the problem is 
already being dealt with in the discussions between both 
sides of the industry and the Ministry of Labour ; it is hoped 
to find an alternative to the Leggett Committee’s rejected 
roposal for a disciplinary body of employers and unionists. 
The main task is to improve industrial relations, and it is hard 
to see how the appointment of another committee can be 
anything but a last resort of the baffled: : 


* * + 


The Index of Retail Prices 


The days of a really satisfactory index of retail prices 
are still very distant. The new inquiry into household 
budgets is oniy in preparation and the results cannot be 
expected until 1954. In the meantime, the existing index 
is to have some renovations. The Cost of Living Advisory 
Committee has reeeived a lengthy report from its technical 
committee on the working of the interim index and has 
accepted most of the:recommendations. There are to be two 
main changes. The index is to be weighted acording to the 
estimated pattern of consumption in 1950, revalued at 
present-day prices, instead of according to the prewar pattern 
revalued at 1947 prices. Secondly, the higher rents of new 
houses and flats will be taken into account ; previously, the 
index ‘included only rents of dwellings in existence when it 
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started in June, 1947. These changes will be made in -h¢ 
February index and although continuity will be preser.< 
in the total figure it will be broken in the sep::, 
components. 7 | 

It is the prewar element in the weighting which has . 
most to bring the present index into disrepute. Iron: 
enough—for criticism has implied that the index has : 
understating the real rise—the technical committee calcu 
that on either a 1947 or a 1950 pattern of consum; 
the rise berween June, 1947; and August; 1951, would 
been a few points smaller than that actually shown by 
official index. Admittedly, the alternative weightings | 
to assume that working-class consumption has changed ; 
1938 in much the same ways as that of the nation ;. , 
whole. But this is probably not far wrong and the :. 
should be at least a more realistic picture, if not entire): 
true one. On the other hand, the committee has found «::: 
the price increases of some things, particularly of rent, hove 
been underestimated. By a fortuitous balancing-out o/ 
various errors, the present figuré for the. total index is 2 
right. But it might not have contrived to be so luck 
the future. ‘ 


A change in the basis of the index coinciding with th 
in the food subsidies is bound to arouse suspicion. 
that will be unjustified. Enough is known about the sc 
weighting to deduce that subsidised foods will have as mich 
importance in total, although there will be relative changes 
between the individual foods. The reduction in food sub- 
sidies will probably increase by about 3 points the ‘total price 
index calculated on either the old or the new basis. 


a 
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* * * 


The Infirm Old 


In spite of the many other demands on their finances. 
the local authorities are making steady progress in setting up 
“care and attention” homes for old people. According « 
the fourth report of the National Corporation for the Care of 
Old People, in England and Wales over §00 local authority 
homes are now in being, and. more will be set up. In addition 
there are many homes established by voluntary organisations : 
the corporation has assisted by grant a8 many as 150. 

Since the provision of ‘homes for the comparatively able- 
bodied is thus well under way, the corporation’ is continuing 
the policy announced: in its third 7eport of restricting its 
grants to homes provided for the infirm old. Many old 
people cannot be accepted in the “care and attention ” 
homes because they need a certain amount of nursing care 
and medical attention—but not enough to justify their 
admission to hospital. The corporation is, however, supp!< 
menting its efforts to provide rest homes for the infirm with 
investigations into the kind of ‘care at home that is needed to 
enable old people, to live independent lives as long as 
possible. But the provision of rest homes will attract its main 
attention for the time being. They will be particularly difficult 
torun. They are not intended for the chronic sick, and those 
responsible for running them will have to resist attempts '0 
flood them with people who should be the jtals’ respon- 
sibility. Yet co-operation with the hospitals will be essen'al 
for success. 


It will be interesting to see how the corporation’s proposed 
three experimental rést homes, two of which will be financed 
from the gift made by the people of South Africa, wil! set 
over these difficulties. It would also be interesting to know 
whether the definition infirm will cover the mentally int ™. 
If not, here is another need to. which the corporation migit 
direct its attention.. Too many old people are ending the! 
days as certified patients of mental itals because there 
is no other provision for them. Others could be discharged 
from mental hospitals if they had a suitable home to go ‘0. 
Both groups provide a great opportunity for a pioneer 0g 
venture such as the.corporation aims to encourage. 
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Books and Publications 


War Communism and NEP 


The Bolshevik Revolution, 1917-23, Vol. If. 


pages. 305. 


The first volume of Mr E. H. Carr’s 
“History of Soviet Russia” gave rise to 
animated controversy. This was perhaps 
not surprising. The volume dealt with 
such explosive matter as the rise of the 
Bolshevik Party, the revolution and the 
formation of the Soviet State. In other 
times Mr Carr’s- treatment of these sub- 
jects might have been considered a model 
of detached objectivity. But in the 
climate of cold war it is precisely objec- 
tivity and detachment that provoke con- 
troversy. Some readers expect a book 
on Russia to substantiate the denuncia- 
tion of Bolshevism with which the 
speeches of politicians resound. Denun- 
ciation may or may not be good politics ; 
it would certainly make poor scholar- 
ship. And the clamour for denuncia- 
tion, if carried only a little farther, 
may become indistinguishable from the 
attitude of the Zhdanov school in 
Russia, which can also brook no 
objectivity or detachment in the scholar. 


This, the second volume of Mr Carr’s 
work, contains less inflammatory 
material, or at any rate less material that 
lends itself to dilettante traffic in abstract 
principles. It deals with the economic 
outlook of Soviet Russia in the first 
years after the revolution. Mr Carr 
describes in broad and sharp outline the 
almost total economic and sgcial dis- 
integration of Russia that resulted from 
the war. He then analyses Bolshevik 
economic policies, as they gradually 
evolved from agrarian revolution and 
“control over industry” (but not yet 
nationalisation) into the fully fledged 
system of War Communism, ag it took 
shape in 1920. Several books have been 
written on these developments ; but no 
writer has treated them so thoroughly, 
systematically and lucidly as Mr Carr. 
Even more than the first volume, this 
book is primarily a history of policies 
and institutions, especially of institu- 
tions. Those who want to learn how 
such bodies as the Supreme Council of 
the National Economy, the various 
economic commissariats, the Planning 
Commission, etc. came into existence, 
how they grew, how and through what 
machinery they functioned and how they 
built up that machinery can do no better 
than to read Mr Carr’s book. They will 
also find described there in some detail 
the process by which War Communism 
fan into an impasse, broke down and 
gave place to the New Economic Policy 
of 1921. 


Mr Carr has been careful to point out 
which elements of War unism 
Lenin’s government saved from the 
debacle and incorporated in the New 
Economic Policy. Apart from this, his 
story makes it clear that some of the 
policies that had been abandoned in 1921 
were revived and applied in different 
contexts a decade later, during collec- 
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tivisation and the first Five Year Plan. 


Some of the Utopian expectations of the 
earlier period were, incidentally, revived 
at the same time ; the hope that money 
was about to “wither away” and that 
a planned, nroneyless economy would be 
achieved. The reader gets the impres- 
sion that Soviet economic policy moved 
through its various phases in circles, 
repeating up to a point the same actions 
and reactions in ever new combinations, 
but that every one of its circles began on 
a different plane and developed on a 
different scale. 


A special feature of this volume, which 
makes it an ideal reference book, is the 
double arrangement of its material. Each 
of the main chapter’ describes a certain 
phase: for instance, “ The Impact of the 
Revolution,” “War | Communism,” 
“From War Communism to NEP,” and 
“NEP: the First Steps.” These chap- 
ters are split into similar sections, so 
that the reader interested in, say, agri- 
culture or finance can easily follow its 
evolution throughout the periods under 
discussion. Whichever way it is read, 
the factual narrative runs on smoothly 
and clearly. 


The third volume of this series, which 
the publishers say is “in preparation,” 
will be devoted to Soviet foreign policy 
in 1917-23, about which much more has 
been known in the West than about 
Soviet economic policies and institutions. 
It seems, therefore, that, although con- 
troversy may centre on the first and the 
third volumes, this, the second volume, 
forms the core of Mr Carr’s impressive 
and scholarly achievement. 


Presidential Letters 


The Roosevelt Letters. Being the Per- 
sonal Correspondence of Franklin 
Delano Roosevelt. Volume Iil, 
1928-1945. Edited by Elliott Roosevelt. 
Harrap. §41 pages. 305. 


It was remarked of the first two 
volumes in this series that the personal 
and family corre they con- 
tained gave very little hint that their 
author would be a great president of 
the United States. The third volume is 
devoted almost entirely to the presi- 
dential period, since even the years of 
the Governorship of New York, 1928- 
1932, are clearly a period of presidential 
expectation. (There is hardly a letter 
which does not include a Dale Carnegie 
touch to possible friends and influential 
people to “come down to Albany and 
talk things over”). Without any 


doubt this volume exceeds in interest 
and importance all that has gone before 
it. These letters are the product of an 
easy, confident maturity, the pronounce- 
ments and directives of a born leader, 


age 


and the monologues and asides of a con- 
summate political actor. They are 
seldom memorable documents in them- 
selves, in the way that a comparable 
volume of Mr. Churchill’s would be. 
There is hardly a notable phrase or a 
striking perception to be found any- 
where. The best that can be said for Mr 
Roosevelt’s epistolary style is that it is 
effortless. In fact, they are the letters of 
a man whose natural medium is speech 
and gesture rather than pen and ink. 


But this does not mean that they are 
dull reading. There can be no such thing 
as dull Rooseveltiana.” The magnitude 
of the man’s role and his insatiable 
appetite for life guarantee that even the 
most trivial of these communications 
(and many of them are trivial) is wel- 
come. The book is in no sense an 
ordered or balanced, much less a com- 
plete, collection. Indeed, it seems as if 
no principle guided the anthologists, 
beyond considerations of news value, as 
interpreted by the readers of the popular 
American weekly in which these first 
appeared. But for all that it is good to 
have them, and to have them so soon. 
Many of them, such as the letters to 
Stalin or Mr Churchill, are historical 
documents of prime importance, such as 
in an earlier age would have collected 
the dust of decades before they were re- 
leased to a curious world. Clio has be- 


come almost as prying as a Washington 
columnist. 





The Struggle 
for Europe 


by CHESTER WILMOT 


%* The book that is already 
influencing our diplomatic 
and military outlook. 


%* Mr. Attlee reviews it in the 
National Review under the 
heading TRUTH ABOUT THE 
WAR, endorsing the theme 
and argument of the book. 


% American publication March 
28— author flying over 
specially. German, French, 
Dutch, Norwegian transla- 
tions in hand. 


%* Fourth printing now making 
125,000 copies. a 
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Hope for the Present Age 
Christianity in European History. By 


Herbert Butterfield. Collins. 63 pages. 
98. 6d, 
This book contains the Riddell 


Memorial Lectures at Durham Univer- 
sity for 1951, 
survey the contribution of Christianity 
to European civilisation. So short a 
book as this is the most difficult kind 
of book to write without superficiality 
or lack of proportion ; and the difficulty 
is multiplied when the subject has 
hitherto attracted little but propaganda 
or generalisation. Professor Butterfield 
has attained both balance and profundity. 


The book’s essential argument is 
that the common conviction of the 
value of the individual human being, a 
conviction which has begotten so many 
of our social reforms, cannot survive if 
cut away from its historical foundation 
in Christian belief ; that it is doubtful 
whether liberalism has any future apart 
from the particular doctrine of man 
inherited from Christianity. Sometimes 
the author asserts a little too strongly 
»that the more hopeful elements in our 
society are derived from a Christian 
background: one cannot agree, for 
example, that “ modern internationalism 
is the system of medieval Christendom 
with the religion evaporated out of it.” 
But the case is fairly argued. 


Social historians usually attribute to 
Christianity the graces rather than the 
structure of a civilisation. Christianity 
did not try to abolish Roman serfdom 
but brought with it a lower suicide rate, 
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the end of gladiatorial shows, | the 
flowering of ecclesiastical architecture ; 
it softened Roman manners but did not 
save Roman society. Yet the author 
contends that it contains a working sol- 
vent for any social order. Although 
Christian preachers have endemically 
accepted the society in which they lived 
and attempted to bolster it with moral 
exhortation, the - principles they pro- 
claim contain an absolute standard 
whereby the society is always under 
potential judgment. Thus the Reforma- 
tion happened not because the medieval 
Church had done its work badly but 
because it had done its work well ; and 
modern society iS likewise under the 
judgment of an ideal standard of social 
life regulated by the law of love. 


The most refreshing thing about the 
book is the unusual atmosphere of. hope, 
a hope which hgs survived a just diag- 
nosis of the ills of our age. 


The Roots of Communism 


The Origins of Totalitarian Demo- 
cracy. By J. L. Talmon.  Secker and 
Warburg. 366 pages, 27s. 6d. 


This is a book of unusual importance, 
for it probes into a matter that is now 
of universal concern and lays bare some 
facts about it that should be widely 
understood. Dr Talmon writes well and 
vigorously, although he might with 
advantage have pruned away some of 
the less necessary details in his work. 


Stripped to essentials his argument is 
this. What is variously called com- 
munist tyranny or people’s democracy 
is not, as is ordinarily supposed, some- 
thing outside and alien to the Western 
tradition of life and thought. On the 
contrary it is a vigorous growth from 
those same eighteenth-century roots 
which gave life to the ideal of liberal 
democracy. These roots were, first, the 
idea of natural order, that attainable 
social harmony when liberty would be 
fully realised in equality and virtue, and, 
second, the notion of sovereign man, 
the, free, responsible individual, pos- 
sessed of inalienable rights and master 
of his destiny. These incompatible 


ideas generated that new secular religion, . 


that political messianism which torments 
the modern world. 


Dr Talmon’s particular concern is to 
trace the early and most markedly for- 
mative stages of this development, which 
were completed just before 1800. To 
this end he first seeks to show how, in 
Rousseau’s work, the idea of individual 
liberty and what he calls the notion of 
a final salvationist order rubbed un- 
easily together. Next he turns to the 
Jacobins, who held that there was a 
perpetual conflict in society between 
virtue and selfishness—an idea easily 
translated later into the Marxian dogma 
of class warfare. It was this idea of a 
righteous and inevitable social conflict 
which enabled the Jacobins to practise 
coercion while preaching extreme 
individualism. Babeuf and his dis- 
ciples then gave the whole matter 
a decisive twist. Individual liberty, 
they believed, could find proper 


expression only in an egalitarian com- 
munist society, which was the inevitable 
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end of the warring motions of the 
historical process. ‘Thus the messianic 
tradition of revolutionary violence was 
brought to birth, for no temporary set- 
back could hinder its preordained con- 
summation, while coercion and brutality 
on the part of the supposely enlightened 
would hasten its coming. Others have 


the dogmas i 
democracy and the ideas of the French 
Revolution, but Dr Talmon can justly 
claim to be first in exploring the inward- 
ness of the matter. 


Notebook of a Social 
Scientist 


Productivity and Trade Unions. By F. 
Zweig. Basil Blackwell. 240 pages. 215, 


The author of this book, according to 
the dust cover, sets out to avoid “ gen- 
eralities, statistics or formulas,” and 
bases his study on personal interviews. 
His conelusions seem to be based on 
rather flimsy evidence. 


The book consists, first, of five chap- 
ters of “General Remarks,” which 
chiefly concern what Mr Zweig calls 
“the value of the situational approach ” 
—by this he means that individua] de- 
vices to raise productivity cannot be 
successful except in the context of good 
industrial relations, which are dependent 
on numerous factors. 


There follow five studies of indus- 
tries: building and civil engineering, 
cotton, iron and steel, printing and 
engineering. These studies do not, as 
the title might have led one to expect, 
address themselves directly to produc- 
tivity as it is affected by trade union 
activities. It is true that one of the 
headings under which each industry is 
analysed is entitled “ Productivity 
standards,” comparing current standards 
with productivity before the war. But 
the studies are simply descriptive of 
working conditions generally. They go 
On to recount hours of work, wage levels, 
conditions of entry and the names of 
trade unions. Facts with a direct bear- 
ing on productivity, such as promotion 
by seniority in the cotton industry, 
emerge only incidentally. The studies 
read like a research worker’s notebook. 


Nevertheless some interesting points 
are brought out. One is the readiness 
of some employers to accept, even to 
approve, practices that restrict output— 
provided these are applied universally 
throughout the industry—usually on the 
ground that they saved argument. Em- 
ployers’ views on the effect of full 
employment led Mr Zweig to the — 
-vincing conclusion that, eo 
industries where a aes 
governed by the speed on the 
the ill-effects of full employment are ahs: 
Jeast in the most attractive industries. 
These get the pick of the best workers, 
who are, by and large, the contented 
workers, with established habits of work 
not easily upset. 

There is some good material in this 
beck, Ser es ey. Mr Zweig some- 

where observes that a sense of social 
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HE element tin has been known and used since the 

earliest days of history. Egyptians of the 14th 
century B.C. alloyed it with copper to make mirrors, and 
Homer tells in the Iliad how Hephaestus, the god of Fire, 
used tin to decorate a shield for Achilles. Tin obtained 
from the moors and streams of Cornwall was the one famous 
A natural .tin oxide — 
“ cassiterite ”—is still mined in Cornwall today, but most 


of the world’s supply comes from alluvial deposits in 


Malaya and Indonesia and from ores mined in Bolivia, 


Africa and Australia. By far the most important uses of 
tin are in the production of tinplate for the canning industry, 
and the tinning of articles such as milk churns and kitchen 
utensils. Tin is also an important constituent of alloys 
such as gun-metal and bronze, and it is used to make 
bearing metals, soft solder and pewter. Compounds of the 
element are used. in dyeing and medicine, and in the 
production of glazes and enamels. - 

Besides manufacturing tin dichloride for 
use in the dyeing and finishing of silk, 
LCL. produces large quantities of tinned 
copper sheet and tubes for dairy and 


food-producing equipment. 
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Was there a 
“secret weapon” 
to set her free ? 


M. Dockyards, serving one of the 
e largest naval forces in the world, were 
faced with a serious problem. 
World War LI had suddenly increased their 
inventory of ships’ supplies to almost 
360,000 items. Handling this increase with 
hand accounting methods had become almost 
impossible degpite -exira manpower and 
overtime. 
As a result, the movement of stock to keep 
ships supplied was held up by paperwork. 
To free these ships, a new accounting system 
was needed at once. The Admiralty directed 
an immediate investigation of all methods 
and systems. Machine accounting specialists of 
Burroughs Adding Machine Ltd. were called in. 
After investigation, Burroughs specialists 
suggested a simplified system for handling 
stock cards and ledgers. They specified 
Burroughs High Speed Accounténg Machines, 
Duplex Adding Machines and Adding- 
Subtracting Machines for the job. The 
authorities acted on these recommendations. 
Today, the issue of supplies in the Royal 
Dockyards is never held up by paperwork. In- 
creased speed ofinventory accounting has been 








achieved despite a big reduction in manpower. 

WHAT ABOUT You? If you think your 
business could benefit from faster figuring, call 
in Burroughs. They can advise you on all the 
latest machines and systems, for Burroughs 
make the world’s broadest line of modern 
record-keeping machines; Adding, Calcula- 
ting, Accounting, Billing and Statistical 
Machines and Microfilm equipment. 

Call in Burroughs today. Sales and service 
offices in principal cities around the world. 

Burroughs Adding Machine Limited, Avon 
House, 356-366 Oxford Street, London, W.1. 
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suited for the job. We have a long 
established specialist staff of highly 
skilled fitters who know precisely 
what is needed when floors and 
floorings are in question. 
job to know how to get greatest 
efficiency with the saving of material. 


The use of Corbulin—the damp- 
proof floor covering, in various colours 
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delay and the maximum of comfort 
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which would otherwise be dissipated and 
dispersed in a shapeless agglomeration 
of small and ess facts.” His 
readers may be left wondering whether 
it was their own sense of social better- 
ment that was at fault, or whether Mr 
Zweig’s approach was not rather too 
situational. 


Modern Religion 


Religion in Britain Since 1900, By G, 

2 50" Spinks, in collaboration with 

. L, Allen and James Parkes. Dakers, 

a pages, 18s. 

This is an addition to the excellent 
series of books entitled Twentieth 
Century . Histories. . Other volumes 
already published deal with broadcast- 


ing, morals, the theatre, flat-racing, etc. ~ 


Some of these. subjects are obviously 
tougher assignments than others, and it 
is hard to imagine a more difficult task 
than that undertaken by the authors of 


-) 


the book under review. | Flat-racing 


‘seems a simple matter by comparison ; 


even morals. ... 


One can imagine how a book on 
“Religion in Britain Since 1900” might 
have been written by G. M. Young or 
G. K. Chesterton. Two very different 
books, no doubt, but both alike works 
of art and expressions of personal 
judgment. Dr Spinks and his 
collaborators have not tried to do this, 
and the result is not a work of art but 
an industrious and somewhat ill-planned 
compilation. When one has read it one 
has learnt many things one did not know 
before ; one is much ifistructed, but not 
greatly ‘enlightened—and rather fatigued. 


The weakness of the book is in bad. 


planning. ‘The occasional inaccuracies, 
such. as the surprising statement that 
Scotland had a population of only 
$00,000 in 1843, are of no great matter. 


Nonetheless there is much good 
writing and good judgment in the book, 
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as for example the following paragraph: 


At first some of the new methods 
seemed to be somewhat remote from the 
world’s problems. The revival of mterest 
in liturgical studies . .; the redemp- 
tion of moribund cathedral life from the 
levy of sixpence a head to view “the 
place where thine honour dwelleth ”; the 
fe-living of the contemplative life by 
mewly established religious orders; the 
glowing use of old arts in glass, metal 
and stone ; the erection of churches as 
striking as any buildings designed by 
modern architects. . . . The million 
radio receivers from which came the 
sounds of the Daily Service or Sunday 
Evening Community Hymn-singing bore 
witness to the new attempt of organised 
religion to carry out its Master’s instruc- 
tion, “ Go ‘ye into all the world.” 

It should be added that the authors 
seek to cover every sect or persuasion in 
England, Scotland, Ireland and Wales. 
This conscientious all-inclusiveness is 
one of the reasons why the book rather 
lacks drive and direction. 


Letters to the Editor 


Partnership or White 
Supremacy ? 


Sir—In The Economist of January 
26th an unfair comparison was drawn 
between the earnings of European and 
African miners on the Northern 
Rhodesian copper mines. The. article 
stated that “a black miner’s cash wage 
may not exceed 2s. a day; while the 
average white worker earns {100 a 
month.” No mention was made of the 
fact that the African miner gets free 
housing, all his food, articles of cloth- 
ing and equipment and free medical 
treatment, whereas the European mine- 
worker has to pay rent and buy his own 
food and clothing. Today the average 
overall or real earnings of the African 
underground worker are §s. per day, 
made up by an-average basic rate of 2s. 
per day, plus food and accommodation, 
awards and bonuses, etc., and there are 
men on the mines who earn {17 for 
thirty working days. Housing and food 
are subsidised—Yours faithfully, 

G. PERKIN. 

Goveryment Information Depart- 

ment, 


v 


Concealing the Crisis 


Sir,—The most dangerous feature of 
the present economic crisis in Britain is 
that hardly anybody really believes in it, 
except the people who have to try to deal 
with it. The experts aa that the 
nation is overspending. The changes. in 
the balance of payments, the drain on the 
reserves, the reactions of foreign opinion 
are all real to them, for they have to deal 
with these matters at first hand. But to 
the man-in-the-street such happenings 
are like moves in a remote, gigantic, 
ghostly game of chess which he can 
neither understand nor control. The 


money matters that are real to him are . 
those 


: of | 
nation, and he sees the nation’s fortunes 


in terms at the happenings in his own 
smaller and-more familiar world. When 
he and his fellows have to curtail some 
part of their expenditure in order to keep 
within their incomes, then they are living 
their individual parts in the crisis of the 
whole. If no such necessity forces itself 
upon each one of them how can they 
understand or believe what they are told 
about the insolvency of all of them 
together ? 


We shall not be far wrong if we assume 
that the practical effect on the public of 
propaganda on economic matters in 
peacetime is nil if the propaganda has 
no counterpart in the reader’s or listener’s 
personal experience, and tells him noth- 
ing to his advantage. It is his own direct 
experience that counts. And it is just 
here that the lack of any clear connection 
between national and personal well-being 
in our economic arrangements fairly 
bluffs us out of our senses. As soon as 
the crisis begins to touch us in the one 
way we could not fail to understand, 
namely, in our personal spending, it is 
automatically warded off for the time 


’ being by a rise in our money incomes. 


This only happens directly to a small 
proportion of the population through the 
operation of “ escalator ” clauses in wage 
agreements, but other incomes move in 


- “sympathy to such an extent that a pre- 


sumption has now taken root in the 
minds of most of us that our real incomes 
can and should be maintained in all 
circumstances by suitably adjusting our 
supply of money. A spurious success in 
insulating ourselves physically from the 
crisis has led to our losing all mental 
contact with it as well. 

The vital question “Can we pro- 
duce more, or must we consume less ? ” 
does not force itself upon our attention, 
for we find ourselves faced by no such 
choice in our own daily round. Ar the 
worst, it only seems necessary for us to 
es ee ee ees We 

must produce more ; to which we gener- 
ally add the comfortable rider that if we 


more consumption as a bait. 


want more production, we must offer 
Bemused 
in this way, we believe that we can refuse 
to sacrifice one jot of our hard-won 
leisure while still keeping our standard of 
living intact. 

That is the situation we are in. We 
have deprived ourselves of the ineans of 
realising that a crisis exists, or of soften- 
ing its impact by yielding a little to it 
in its early stages. The historical pro- 
cesses by which we have been brought 
into .this position may not be directly 
reversible, but it is time we realised that 
we can make no progress in obtaining a 
national response to the crisis as long as 
we go on allowing it to be concealed 
from us and pretending that we are too 
stupid to understand it. The longer we 
continue with our present game of bluff, 
the more drastic and uncontrollable will 
be the eventual reckoning —Yours faith- 
fully, O. M. MEARES 

Guildford 


Canada’s Doubled Output 


Sir—Your Ottawa _ correspondent’s 
otherwise excellent summary, in The 
Econom‘st cf. February 23rd, of the 
growth of the Canadian economy errs 
in one minor but not insignificant par- 
ticular. The item in the national 
accounts labelled “gross domestic in- 
vestment ” inchides.capital expenditures 
of government-owned businesses (i.e. the 
Canadian - National Railways, ‘Trans- 
Canada Air Lines, etc.) and special war- 
time capital outlays by foreign govern- 
ments, but not construction or other 
capital expenditures by government de- 
partments at any of the three levels of 
government. 


If the latter category were a 
gross domestic investment in 
1950, for instance, would have po 
proached 27 per cent of gross national 
product, rather than the “over 21 per 
cent” suggested by your correspondent. 
—Yours faithfully, V. G. HOBBES 
Montreal 








THE ECONOMIST, March 15, 1952 


AMERICAN SURVEY 





Aid in the 


Washington, D.C. 


HE message requesting $7.9 billion for foreign aid which 
4 President Truman sent to Congress last week, and the 
coast-to-coast radio and television talk with which he followed 
up this far-rom-popular appeal, seemed to reflect a con- 
viction within the White House that Senator Taft and his 
fellow “ retreatists” could no longer be handled with the 
gloves on. The time had come to be a good deal rougher. 


In the message to Congress, the President’s language was 
notably plain. He said: — 

The policy of retreat would deprive us of armed forces 
[abroad] which, if called upon to fight for the defence of their 
own countries, would at the same time be fighting for the 
defence of ours. .. . It would require us to become-a garrison 
state and to impose upon ourselves a system of centralised 
regimentation unlike anything we have ever known. In the 
end, when the enemy, encouraged by our retreat, began to 
organise the rest of the world against us, we would face the 
prospect of a bloody battle—and on our own shores. The 
ultimate costs of such a policy would be incalculable. It 
would be a mandate for national suicide. 

In the broadcast, one sentence was stronger still. The Presi- 

dent said that renewal of the Mutual Security Programme 
may make the difference between life and death for many 
of you who are listening to me tonight. 

The advice given to Mr Truman in the last few weeks 
may well have taken into account not only a widespread 
restiveness over the amount of money to be given away to 
foreign nations in a single year, but also a considerable and 
general dismay over the scale of the total of federal expendi- 
tures proposed for the year beginning next July. 

The Chamber of Commerce of the United States has 
recently produced a map of the country upon which all States 
west of the Mississippi River are shaded or hatched in, 
se that a third of the land area or less is left in a white, 
unshaded condition. Above the map is a legend reading: 
“The 1953 Federal Budget of $85.4 billion is Greater Than 
All the Incomes of All the People West of the Mississippi.” 
Below is a key which shows that military spending as pro- 
vided for in the new budget would require a sum equal 
ie the incomes of all the people in the States of Washington, 
Oregon, California, Arizona, Nevada, Utah, Idaho, Montana, 
Wyoming, Colorado, New Mexico, Oklahoma and Texas. 
The $7.9 billion requested for foreign aid equals the total 
income of all the people in North Dakota, South Dakota 
end Nebraska and of most of the people in Minnesota and 
Kansas. 

“A few days earlier, readers of one of the Sunday issues 
of the Baltimore Sun had been confronted with a diagram 
seventeen inches high which graphically demonstrated the 
following propositions: 


*““AMERICAN SURVEY ”’ is prepared partly in the 
United States, partly in London. Those items which 
are written in the United States carry an indication 


to that effect; all others are the work of the editorial 
staff in London. 








Lion’s Den 


1. That if the money President Truman is seeking for 
the new budget were assembled in the form of $1,000 notes 
and if the notes were piled one on top of the other they 
would reach §.79 miles into the sky—that is, above the 
Empire State Building, through the layer of rain clouds at 
normal height, above the effective altitude of a Constellation, 
above Mount Everest and into the thin air where Bag 
bombers fly. 


2. That if the $85.4 billion were stacked up in silver dollars 
the coins. would ascend 153,734 miles, or nearly three- 
quarters of the way to the moon. 


There were many who considered President Roosevelt's 
budget for 1940, providing for federal spending of $9.2 
billion, to be quite ruinous. There was concern and even 
consternation over Mr Truman’s budget for 1950 (covering 
a fiscal year that ended a few days after the Korean war 
had begun) which involved $40.2 billion of federal spending. 
But now there is a budget which sets out to provide $51.2 
billion for the military alone. 


It is not surprising that in.an election year the temptation 
to suggest that this is Mr Truman’s fault is sometimes 
irresistible. A paragraph which first appeared in a Wash- 
ington magazine, United States News and Worid Report, 
and which was taken up by the Readers’ Digest, and has since 
attracted a good deal of attention, said: 

All Presidents through Franklin Roosevelt, in 156 years, 
took from the public in taxes $248 billion.. Two world wars 
_in there. Harry Truman, in six years, took from the public 


$260 billion. Even so there isn’t enough tax money to pay 
“current bills. 


* 


Nothing is clearer than that those-who call for, and those 
who promise to effect, economies which offer some prospect 
of bringing down federal expenditures are now the most 
closely.in tune with the public mood. Senator Douglas, 
of Illinois, a progressive Democrat, says :— 

One of the things Congress must do is ride herd on the 
military and on the civil authorities and try. to make them 
squeeze $4 to $5 billion, at the very least, out of the budget. 

And Senator Byrd, of Virginia, who stands for economy in 
government, has proposed an itemised budget of his own, 
in opposition to that of the President. It undertakes to 
reduce the year’s spending to $76.8 billion, and an important 
part of its provisions is that a ruthless 5 per cent should 
be cut out of the military estimates. 


If, between now and the moment this summer’ when it 
will be able to adjourn and go off to fight the election, 
Congress votes all the funds the President asks—and if, as 
seems most likely, it refuses to give him the new taxes he 
seeks—the. prospect is that a $14.4 billion federal deficit 
will be created, and that the national debt will be raised 
to $275 billion. It is manifestly hazardous to attempt to 
predict how much Congress will be able to squeeze out of 
the $85.4 billion. But it is safe to say that there is some 
doubt whether the budget cuts inflicted in Congress last 
year actually saved all their sponsors boasted they would, 


. 
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when account is “taken of the expenses incurred and old 
spending programmes left. 

' The public desire to see some money saved has already 
been reflected in the recent Congressional investigations of 
alleged waste and extravagance in the armed services. Not 
for some time has the army been as obviously on the defen- 
sive in this respect as it now is. When last month Mr Frank 
Pace, the Secretary of the Army, appeared before the Armed 
Services sub-committee in support of his department’s 
budget requests, he eargestly explained that every soldier 
and every civilian employee was receiving special “cost- 
consciousness indoctrination.” * 


This was the background against which the President's 
request for $7.9 billion for foreign aid was submitted to 
Congress. The message and the broadcast made out a 
strong case, and put it into rough language. Little mercy 
was shown toward the “ retredtists,” and no encouragement 
was given to the school of thought which holds that, while 
all or most of the money for military aid may have to be 
voted, it will be. possible to withhold all or most of the 
maney for economic aid. Indeed, the President is asking for 
more in economic aid than was granted last year—$2.4 
billion as against $1.4 billion—and less for arms. But in 
deference to Congressional feeling, the $1.8 billion of 
economic aid for Europe is described more accurately this 
year as “defence-supporting funds.” Mr Truman also 
assured Congress and the nation that 


the cost of the Mutual Security Progrgmme, together with 

the much larger costs of our military services and other 

defence measures, are well within our economic capacity. 

But of this Congress is far from convinced. Faced, as 
Senator Bridges, the Republican leader, put it, with 
“ terrific expenditures, back-breaking taxes, and inflation ”— 
as well as an election—it promises to take a good look at 
all foreign spending. 


- American Notes 


New Hampshire Wants a Change 


The Eisenhower boom, which was beginning to look 
like a damp squib, has at last gone off with a satisfactory 
bang in New Hampshire. In the primary election last 
Tuesday 46,441 Republican voters made the General their 
choice for Republican Presidential candidate, compared 
with only 35,691 for Senator Taft and 6,673 for Mr Harold 
Stassen. And all 14 delegates elected to represent the 
state at the Republican nominating convention next July 
are supporters of General Eisenhower. In the Democratic 
primary, Senator Kefauver scored an equally clear victory 
over President Truman: 20,240 votes to 16,128, and all the 
delegates to the Democratic convention. The itical 
pundits who flocked to New Hampshire to study this first 
test of the voters’ mood in this election year do not seem to 
have improved as prognosticators since 1948. All of them 
were forecasting a defeat for Senator Kefauver, and, if not 
a victory, at least as near one as could be expected, for 


Senator Taft in a state where the leading Republicans were 
all on General Eisenhower’s side. ° 


For this reason, if the General had not done well in New 
Hampshire, his chances of the Republican nomination might 
have fizzled out altogether. Now he may be encouraged to 
think he can get the nomination without campaigning for it— 
and that is the way the General wants it. But there are more 
primaries to come, in some of which Senator Taft is sure to 
do well ; nor can the nomination be won by primaries alone. 
Once the first enthusiasm is over, Senator Lodge, Mc Paul 
Hoffman and the General’s other supporters may regret 
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this victory a little, for it will make it even more difficult 
for them to induce General Eisenhower to come home. On 
the other hand it makes it easier for them to convince him 
that, if he does come, he should be able to settle down in 
the White House. 


Its present occupant must be wishing he had never entered 
the New Hampshire primary. Mr Truman did so in order 
to give the Democratic machine in the state someone to 
work for, and in the hope of nipping Senator Kefauver’s 
candidature in the bud. The state machine failed to deliver 
the votes and Mr Kefauver has been presented with a victory 
instead of a walkover. However, New Hampshire, a tiny 
state, and one that is safely Republican, has little importance 
in Democratic politics, and Mr Truman can still have rhe 
Democratic Presidential nomination if he wants it. 


The New Hampshire election is full of contradictions, all 
of which will undoubtedly be over-explained during the 
next few weeks. General Eisenhower stayed away and won ; 
Mr Truman stayed away and lost. Senator Taft and Senator 
Kefauver both covered the state with a personal down-to- 
earth appeal; one won, one lost. Mr Taft is supposed 
to be liked by farmers and disliked by labour voters; the 
opposite proved to be the case. The only safe deduction 
from the results seems to be that New Hampshire voters, 
who came to the polls in unexpectedly large numbers, want 
a change, whatever their party. Republicans would rather 
have a romantic Eisenhower in the bush than a familiar Taft 
in the hand, and Democrats would rather have a gay young 
Kefauver fresh from crime-busting than a tired Truman who, 
however honest he may be himself, seems unable to escape 
from his dishonest friends. 


+ * a 
Ducking UMT 


The House vote to send the plan for universal military 
training back to committee means that Congress has suc- 
cessfully ducked an embarrassing election issue. Last year 
the scheme was approved in principle; this session of 
Congress was to consider the details. worked out by a 
Presidential commission. The proposal was that all cighteen- 
year-olds should be requiréd to undergo six months of 
training ; after this, they would spend seven and a half years 
in the reserves. What the supporters of UMT had not 
bargained for, though they should have, was that the whole 
case against it would be revived in an election atmosphere. 
Religious, educational, trade union, and farm groups deluged 
Congress with letters and Senator Taft suggested the plan be 
postponed for three years. UMT, it appeared, was more 
controversial even than corruption, communism or taxes, 
and it was left to the American Legion, the largest of the 
ex-servicemen’s organisations, to carry the whole burden of 
defending the scheme. 


Friends of UMT can, and do, take comfort from the fact 
that they were outmanceuvred, rather than defeated. The 
House Armed Services Committee had made the Bill more . 
appealing by adding certain safeguards for health and 
morals; Mr Vinson, the chairman, was prepared to go 
further and insert a five-year time limit, as well as a pro- 
vision that there should be no universal military training as 
long as conscription was necessary. The hostile Republicans, 
joined by a few Southern Democrats, so arranged matters, 
however, that the Bill the House had to consider was the 
original bleak Administration draft, lacking all the softening 
touches added in committee. The Democratic leaders found 
it impossible to rally their forces in time to prevent this 
happening, and in the end the Bill was sent back to committee 
by 236 votes to 162. 


The main argument for UMT is that, in the long run, 
the trained reserves it would produce would provide much 
greater security at a cost far lower than that of maintaining 
three or four million men in uniform at $10,000 a year each. 
This would take time. Military manpower is so scarce 








(46 


that the Defence Department only proposed to set up a 
small experimental training scheme this year, hoping to 
enlarge it later. But critics of the swollen military budget 
should, logically, be supporters of UMT to a man. Even 
the Senate, however, which, with only a third of its members 
up for re-election, has less to fear than the House, shows 
no disposition to rush in where others feared to tread. 
Senate ,consideration of UMT! will be put off until the 
“climate is more favourable ”—which is almost certain to 
mean next year, if then. 


* * x 


Metals Begin to Thaw 


The International Materials Conference has come under 
attack in Congress just as the freeze on supplies of metals 
for American civilian industry, for which the IMC is blamed, 
is beginning to thaw. Lead has been freed from allocation, 
zinc may follow before long ; some aluminium producers now 
occasionally have surplus capacity ; while steel alloys are still 
very difficult, certain types of steel, notably sheet and strip, 
are easily available. Steelmakers are reminding themselves 
that it is only in the last year that it has become the rule 
rather than the exception for the industry to work regularly 
at over 100 per cent of capacity ; at the end of last week 
one company actually closed down two small furnaces. 


This comparative plenty at the time when, only a few 
months ago, it was thought metals for civilians would be at 
their scarcest is explained partly by increased output, but 
more by the “ stretch-out ” in the defence programme, which 
has reduced the military demand for metals during the next 
few months. Furthermore, now that the Controlled Materials 
Plan for steel, aluminium and copper has settled down, manu- 
facturers are not bothering to take up their allocations until 
they need them ; there is a suspicion that some of them never 
will be needed, unless there is an improvement in the retail 
demand for consumer durable goods. Finally, it appears that 
in some cases lack of copper has prevented firms from 
using all the steel and aluminium to which they are entitled. 
A few weeks ago, automobile makers refused increased sup- 
plies of steel unless they were also promised more copper. 


The shortage of copper remains the most serious single 
scarcity but the IMC cannot be blamed for that, since the 
United States is apparently not able to buy as much 4s it is 
entitled to, because the American price is fixed so low. Copper 
is available at a much higher price in Chile, and spekesmen 
for Detroit, and other areas which are seriously affected by 
unemployment in civilian industries, are pressing the Admin- 
istration to arrange for this copper to be bought. More will 
probably be heard of this in the discussions on renewal of 
the Defence Production Act, which authorises price controls. 
It also authorises the allocation of materials, and it is being 
suggested that provisions for the automatic decontrol of metals 
as they become plentiful should be inserted in the Act. The 
mobilisation authorities are against this, for they suspect that 
the present thaw may turn out to be only temporary. But 

it is already being forecast that it may be possible to celebrate 
the next New Year by abandoning the Controlled Materials 
Plan and returning to a simple priority system for defence 
orders. 


* 


Meanwhile, however, extra copper and aluminium have 
been found for the automobile industry, which will be able 
to make over a million cars in the second quarter of the year, 
compared with 930,000 in the first. Restrictions on construc- 
tion are also being relaxed ; permission has been given for 
over 600 new religious and municipal buildings to be started, 
for a number of commercial buildings, held up for over a 
year, to be finished, and for a few to be begun in areas where 
there is serious unemployment in the construction industry. 
The light structural steel for these is guaranteed, but the 
heavy structural steel needed for roads and factories is still 
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very scarce. Partly because of this and partly because of the 
lack of copper and components, industrial expansion is no - 
longer being encoutaged by the government unless it is 
urgently needed for defence. 

The Air Force is, however, insisting that a further expan- 
sion in aluminium capacity is needed, in order to be sure 
that there will be enough for the aircraft industry and for 
substitutes for other metals, should full-scale war break out. 
Under present plans aluminium capacity will reach 1.§ million 
tons a year by 1954 and will be adequate for all anticipated 
civilian’ demands as well as for the present defence pro- 
gramme. It is now being suggested that another 300,000 
tons a year should be added, to be obtained partly by 
increased imports from Canada, partly by another domestic 
expansion. But the industry, already afraid that it is growing 
too fast, is showing no enthusiasm for the idea. 


* * x 


Vote for Corruption ? 


The President’s plan to reform the Bureau «of Internal 
Revenue goes into effect this week unless a “ constitutional ” 
majority—49 members—can be found to oppose it in the 
Senate. Despite all the indignation over tax scandals, there 
is a risk that it may. The reorganisation would replace the 
64 Collectors of Internal Revenue, who are political appoint- 
ments, with 25 Regional Commissioners, all under civil ser- 
vice. The House, which has no voice in appointing tax- 
collectors, has not objected, but in the Senate, which values 
its remaining plums of patronage, the Executive Expenditures 
Committee has voted by seven to five against the change.. Of 
the seven, five were*members of the Republican Party, which 
has made so much capital out of Democratic dishonesty. 


Mr Truman will make himself no friends in the Senate 
with his charge that some. Senators are more interested in 
patronage than in good public service and more interested 
in keeping the corruption issue alive than in cleaning up the 
government. (Mr Truman himself has an interest in burying 
it as quickly as possible.) But his plain speaking will make 
it more difficult for the Senate to perpetuate a system which 
has brought disgrace on the Internal Revenue Bureau and is 
condemned by most experts on government. 


It is more doubtful whether the President was on equally 
strong ground in-ordering the Department of Justice and a 
number of other departments and agencies to refuse to turn 
over their files to the House sub-committee trying to find out 
whether the department has been lax in prosecuting cases 
of tax fraud. The Attorney-General refused the request 
on the ground that it would impose a costly and intolerable 
burden ‘to turn — records on all cases in which the 
department had r to prosecute during the last six years 
or in which it had taken no.action for a year or more. The 
President flew to support him and to condemn the commit- 
tee’s “ dragnet ” approach. ‘It is true that when the investiga- 
tion was authorised the committee was instructed to confine 
its attention to cases in which there was specific evidence of 
wrong-doing. It is equally true that the President is entitled 
to withhold executive files from Congress, and in some cases 
should do so. But a more co-operative attitude would inspire 
greater confidence that nothing is amiss, and that the truth 


is Not going to be lost sight of in quarrels over executive and 
Congressional rights. 


* * * 


Loyalty on the Rack 


In the Foreign Service, years spent in the Far East are 
ae as — and credited at time and a half. 
They have proved so indeed for four high-ranking diplomats 
whom Senator McCarthy and Senator ieCerees have 
charged with Communist sympathies. The second to go is 
Mr Edmund Clubb, head of the Office of Chinese i 
who, though cleared for loyalty and security by the State 
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Department, has resigned rather than live out a crippled 
career in a dark corner of the Historical Policy Research 
Division. This will not end the troubles of the State Depart- 
ment, which was neither candid nor courageous about the 
clearance. It was left to Senator McCarthy, whose informants 
are everywhere, to reveal that Mr Acheson himself had 
cleared Mr Clubb, on the strength of a second review of the 
evidence, after the department’s security board had handed in 
an unfavourable verdict. Senator McCarran is now proposing 
a new inquiry and threatening to cut off Mr Clubb’s pension. 

Of the three others in the fast-thinning ranks of Chinese 
experts, Mr Vincent, completely cleared (unless the Presi- 
dent’s Loyalty Review Board should decide on its own 


authority to reopen the case), has returned to his banishment . 


in Tangier ; Mr John Paton Davies, also cleared, is in Ger- 
many ; Mr John Stewart Service is still struggling to reverse 
his dismissal, made necessary by the Loyalty Board’s finding 
that his loyalty was open to “ reasonable doubt.” Mr Service 
insists that, as a court of final appeal, the Board has. no right 
to reach down and reverse favourable verdicts at lower levels. 
The’ Board does not agree. It is known, thanks to Senator 
McCarthy’s spies, who provided him with minutes of one 
of its meetings, that the Board has long been dissatisfied 
with the State Department's failure to discharge any one on 
loyalty grounds—an alarming sidelight on its impartiality. 
Some members actually criticised the State Department for 
not reaching the high quota of dismissals scored by other 
departments. 

Meanwhile, Mr Owen Lattimore, whom Senator McCarthy 
once called the chief architect of Far Eastern policy, has 
after eight months been given a day in court before Senator 
McCarran’s Internal Security Committee to deny the charge 
of Mr Louis Budenz that he was once a Communist party 
member. Professor Lattimore was an indignant and aggres- 
sive witness, and the day stretched into ten as the committee 
relentlessly tried to trap him in inconsistencies which might 
serve as the basis for a charge. Mr Lattimore, 
apparently, is not sightened of a judicial investigation ; he is 
anxious that the courts should decide who is the perjurer, 
Mr Budenz or himself. 


It is only the investigation of Senator McCarthy, author 
of so many of these miseries, which has been hanging fire. 
Now, however, the committee appointed to look into Senator 
Benton’s charges against him has been so angered by his 
“outrageous vilification” of the investigation that it has 
demanded and will secure a showdown—a Senate vote on 
whether the inquiry should continue. 


. « * 
Orange Squeezes 


Last summer west Coast orange growers realised that 
California was being swamped with fruit from Florida, 
coming in as concentrated frozen’ orange juice in tins, and 
thus getting round the California laws that forbid the import 
of competitive fruits and vegetables on the excuse that they 
might carry plant diseases. More important, this frozen 
juice, one of the most successful postwar products, was 
driving California oranges out of their national markets, for 
most Americans nowadays buy their oranges in this form— 
if they buy them at all. Californian growers have always 
sold most of their crop fresh, for everyone except obstinate 
Floridans agrees that California oranges are somer than 
any others. But once squeezed all oranges look much the 
same. California has also lost the advantage of its sufmmer 
crop, which Florida does not have, for frozen juice can be 
put on the market all the year round. California oranges are 
more expensive than Florida ones, largely because are 
higher on the west coast than along oe! Gulf of - 
Furthermore, it costs much less to transport the concentrated 


product from Florida than from California to the important. 


markets in the east and mid-west.. 


"But Calfoenia has never vet admit defeat by lia. 


: satisfactorily at 19 cents. 
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Once the extent of the threat to the state’s chief crop was 
realised, the fruit growers’ co-operative began to make frozen 
orange concentrate under its own famous branch name of - 
“ Sunkist,” To capture a market, prices were cut, someti 

as low as 15 cents for a six-ounce tin. But this could not 
continue for long, for a profit cannot be made on the Cali- 
fornian product at anything below what is regarded as the 
normal price of 23 cents ; the Florida concentrate can be sold 
In 1950 six-Ounce tins were selling 
as high as 29 cents ; but this winter the price has fallen to an 
average of 17 cents. Two years ago a box of Florida oranges 
sold at $3.75; now the price is 50 cents and the fruit is rotting 
on the trees. This is not the result of competition from Cali- 
fornia, but from the new orange groves planted in Florida 
in 1946 and now beginning to bear. The Florida orange 
crop, at 75 million boxes this season, has doubled since 1946 ; 
in that year 225,000 gallons of the frozen concentrate were 
made. Now that amount is exceeded on many days during 
the season. But over 10 million gallons, about one-third of 


. last year’s output, were unsold when the new season opened. 


In fact, the concentrated product, which once was thought 
to be the answer to the seasonal fluctuations in. the orange 
market, has so far only accentuated them. But this year’s 
glut both of oranges and of frozen juice is sure to eliminate 
some of the growers and some of the manufacturers who 
rushed into what looked like a dazzling thing in 1946. 
The Florida growers’ co-operative is copying the Californian 
one and making its own “ Seald Sweet ” brand of concentrate, 
so that its members are no longer at the mercy of the manu- 
facturers of the well-known brands. It is these manufac- 
turers, however, who by nation-wide advertising and 
distribution have made the frozen concentrated juice popular, 
and both they and the growers are taking comfort from 4 
recent estimate that eighty per cent of Americans still do 
not buy it. Even so, at the new low prices about a millioa 
gallons are being sold each week. 
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THE WORLD OVERSEAS 





From Maher to Hilaly’ 


HE man and the methods have changed in Cairo ; the 
Egyptian government’s objectives have not. They are 
still “ pursuit of the national. question,” by which is meant 
British evacuation and the “ unity of the Nile valley,” and 
a purging of the worst elements in Egyptian public life. 
By this is meant a permanent silencing of the Wafdists 
who used office in order to feather their nests and, inside 
the administration, the cancellation of all “ exceptional pro- 
motions ” accorded by the Wafd government to its friends. 
The two aims appear unconnected, but are not so. For the 
Wafd is the only party in Egypt possessed of a nation-wide 
machine, and of the apparatus for arousing public clamour. 
Therefore, to succeed with a purge, any non-Wafdist Prime 
Minister must be able to outbid the Wafd for-public favour. 
In the present state of public opinion in Egypt, almost the 
only method of doing this is to produce some very-plain 
evidence—comprehensible even to the illiterate—that success 
with-“ the national question ” is attainable by negotiation. 
The new premier, Hilaly Pasha, is going about this busi- 
ness in a manner different from his predecessor’s. Aly Maher 
believed that, in order to reach a settlement with Britain, 
he must have internal calm, and that this calm could only 
be sustained if the Wafd party, with‘its majority in Parlia- 
ment, at least acquiesced in his domestic policies. It is 
unlikely that he really believed in the sincerity of those 
Wafdist leaders who pledged their support for him, but he 
_ believed that he held two trump cards. One was the Origin 
of Fortunes act—the act, unused as yet, whereby anyone 
can be challenged to declare the source of capital acquired 
over the last ten years ;/Aly Maher reasoned that this Act, 
if brandished at a selected list of Wafdists, would keep them 
quiet. His second card lay in his belief that they would 
tolerate him in the knowledge that any successor would be 
less accommodating. 


The Wafd’s Black Record 


He may have been right, but there are powerful influences 
in Egypt, including advisers inside the Palace, that wanted to 
seize the chance to exploit the Wafd’s black record in order 
to break its leadership. The first sign that Aly Maher’s 
policy might not work was the Wafd’s refusal to vote a sum 
of Es million to be used for compensating victims of the 
riots of January 26th. Aly Maher thereupon obtained from 
the King the signature of a decree dismissing Parliament 
for a month. At wind of this decree, the Wafd voted the 
£Es5 million. Aly Maher therefore pocketed the decree and 
did not use it. His Ministers of Finance and the Interior 
expressed the disagreement with this policy that was felt 
by wide circles outside the Cabinet. This pressure upon him 
forced his resignation. With him there disappeared the most 
competent cabinet that Egypt has, perhaps, ever had. 


In thirty hard working days he had, with the assistance 
of Abdel Motaal Bey at the Ministry of Finance and Mortada 
el-Maraghy Bey at the Ministry of the Interior, done much 
to restore sanity. He had reduced the prices of sugar, 
kerosene and bread and had begun to tackle the clothing 
prices ; he had allowed Abdel Motaal to remove the chief 
government functionaries from the cotton market who, under 
Wafdist rule, had been manipulating the bourse and cotton 
trade in pursuit of a policy which seemed peculiarly suitable 
to the operations of a chosen few ; he had allowed Maraghy 
Bey to remove some chief security officers whose: behaviour 
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had been at least inefficient ; he had withdrawn the dis- 
affected auxiliary police from the Canal Zone and Cairo ; 
he had allowed the civil authorities in the Zone to resume 
contact with the British Army in a progressive restoration 
of normal civil conditions ; and some “ patriots ” in the Zone 
who had organised their private gangsterdom fad been 
thrown into gaol. 


Without question he was doing good work and most people 
felt sorry that he had been halted so soon. At least he has 
the satisfaction of knowing that his credit stands high. -But 
many believed that he had not struck deeply enough at the 
roots of disorder. Although the Parquet had arrested 
hundreds of people believed to be connected with the crimes 
of January 26th, people felt that the Ministry of Interior 
itself had not been purged enough because of Maher Pasha’s 
reluctance to challenge many of the Wafdist appointments. 
Furthermore, the large quantity of arms circulating among 
the resistance forces had not ‘been collected and were a 
menace to internal security. As many of these arms were 
held by fanatical patriots who recognised only their own 
view of patriotism, the danger of assassinations was great. 
Parliament was entirely dominated by the Wafd. Both 
deputies and officials could be relied on to work for the 
maintenance of Wafdist influence. Palace advisers and 
Maraghy Bey and Motaal Bey believed that neither security 
nor progress could be achieved under these conditions. 


Hilaly Pasha, Aly Maher’s successor, had refused office 
after the riot of January 26th, but took it now. He at once 
issued the Public Prosecutor’s forthright report on 
responsibility for the riots. This deeply implicated the Wafd 
Minister of the Interior, Serag ed Din. The buttons are 
off the foils ; the decision whether not to break, or to try 
to break, the Wafd has been taken. The Wafd has retaliated 
by announcing that it will not support Hilaly Pasha’s govern- 
ment ; the meeting at which it decided on this policy is 
said to have been inharmonious. On the “ national ques- 


_ tion,” it has reiterated the well-known aims, but has launched 


a fresh appeal to nationalistic fervour by adding that it 
“rejects any form of common defence.” By this stand it 
intends to make Hilaly’s path to Anglo-Egyptian negotiations 
as difficult as it can. ; 

If Hilaly remains master of the situation, these negotiations 
may not occur immediately. He has said that the solution 
of the Anglo-Egyptian question is “the first thing with 
which I was entrusted,” but that “I am as yet only at the 
beginning of my study of the question; I cannot fix a 
definite period for the conclusion of my study.” Meantime, 
together with Maraghy. Bey, whom he retained at the 
Ministry of the Interior, he is pursuing his onslaught upon 
the Wafd’s former iniquities upon the home front. The 
present Parliament is unlikely to meet again. 

Hilalys’ future hangs, first, upon whether a split in the 
Wafd has occurred and, secondly, upon whether, if ghis has 
not happened, the army can once again be relied upon to 
tackle the crowd should the Wafd decide upon a course of 
violence. Either situation would be more likely to develop 
in his favour if he felt sure that the British were ready to 
reiterate, and to start executing, their undertaking ‘to 
evacuate subject to suitable multi-power arrangements for 
Middle East defence. His chances would be still further 
improved if as part of these ts—better arms and 


training for the Egyptian army were known to be on the way.’ 





THE ECONOMIST, March 15, 1952 


After the Indian Elections 


[FROM OUR CORRESPONDENT IN INDIA] 


Tue Congress party has achieved its expected victory in the 
Indian elections, but it is clear that it has been re to 
power only on probation. The electorate felt it owed the 
party a debt for services rendered ; but now that independ- 
ence, integration and a democratic constitution have been 
achieved, it wants from its government honesty, food, cloth 
and housing. The electorate has also made it plain that Con- 
gress candidates have to be worthy of its trust ; 28 ministers, 
including three chief ministers, were defeated at the polls. 
Many Congress successes, moreover, were obtained on a 
minority vote through the divisions of its opponents ; in fact 
one successful congressman actually forfeited his deposit. 
Nowhere did Congress get more than 60 per cent of the vote ; 
in most states it got between one-third and a half. 


The most ominous result of the elections has been the 
failure of the Left Centre, in whom it was hoped to find an 
opposition, The spray of recent splinters from the Congress, 
the Kisan Mazdoor Praja ( the Krishikar Lok, the 
UP dissidents, all failed miserably. But of far greater 
importance is the failure of the Socialists. Nobody except 
Congress gained more votes than the Socialists who scored 
ten million to the Communists’ six, but, even in Bihar (where 
they got one fifth of the vote) or in Bombay city (where they 
got one-third) they did not obtain enough seats to be taken 
seriously. Parties, to keep their vote and their workers, must, 
as the Liberals have discovered, have some chance of getting 
power. Much in India will turn on whether the Socialists 
‘now leave their somewhat ivory tower and turn to hard work 
and concrete programmes, or whether, despite the efforts 
of their leaders, their followers succumb to the Communist 
siren-cry of Left unity. 


The Communists, by contrast, have made every vote tell. 
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They got only 6 per cént of the poll, but this has given then 
6 per cent of the seats concentrated in an area sufficiently 
small and compact to enable them to be effective. In three- 
quarters of India they secured no support at all—in Bombay, 
for example, they got only one seat, in the Uttar Pradesh.and 
Bihar, none. They failed miserably with their chosen people, 
the proletariat. Around Calcutta, that hell of the working 
classes, they got only three out of 21 labour constituencies. 
The Communists’ success has-been confined to Bengal, 
Tripura, Madras, Hyderabad and Travancore-Cochin. But 
there they have done well enough to be a formidable factor. 
In Tripura they claim a majority—but since Tripura is still 
centrally administered, this is of limited importance. In 
Bengal they got 28 seats out of 238, mostly from the area 
round Calcutta and there is a danger that they will hypnotize 
the smaller Left parties who won another 16 seats. 


Of all the Communist victories those in the three southern 
States are the most important for, in Madras and Travancore- 
Cochin the Congress has no majority, and in Hyderabad its 
majority is only 11. In Madras, the Communists have 61 
seats out of 375 ; in Hyderabad, 42 out of 175, in Travancore- 
Cochin 32 out of 108. These figures, however, minimize their 
real strength for two reasons. The first is that within the 
states, their victories have been very concentrated. In the 
Telugu country of Hyderabad and Madras, in seven con- 
tiguous districts where until last November an almost Malayan 
guerrilla war was being fought against them by the army and 
police, they got 60 out of 101 seats. In the rest of the Telugu 
country they got only 13 seats ; nevertheless, were Mr Nehru 
to concede the Telugus their demand for an Andhra State, 
the Communists might well be the core of its first Govern- 
ment. 


The second reason is also the explanation for the Com- 
munists’ present great importance in the south. A consider- 
able proportion of the members of these three Assemblies, who 
are neither Communist nor Congress, prefer the*Communists 








Our social intercourse is peppered with these 
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diplomatic language—but, pre-eminently, it 
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to Congress. This is true of the Peasant and Workers Party 
(10 seats) and the Scheduled Caste Federation (§ seats) in 
Iyderabad ; the KMP (35 seats), the Tamil Nad Toilers’ 
Party (19 seats) and some Independents in Madras ; and some 
Independents in Travancore-Cochin. The Peasants and 
Workers are Marxists under another name, but the Tamil 
Nad Toilers are a local caste party of the Vannyas, and most 
of the KMP are Conservatives. The Communists will there- 
fore have to pay a high price to get a minimum coalition 
programme agreed. In Madras they have already consented 
io pay compensation to small zemindars. Nevertheless the 
chances are that they will not be able to form a coalition 
government even in Madras. In all three southern states, 
however, they have already emerged as the core of the only 
formidable opposition the Congress will have to face any- 
where, while their 27 seats in Parliament (compared with 346 
for Congress so far) may be just enough for effectiveness. If 
this relative effectiveness makes them, as it might, the focus 
of all discontent, their strength could grow quite rapidly. 
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As always, and everywhere, it is society’s omissions, rather 
than Communist commissions, which gave the Communists 
their successes. The Telugu districts where they got their 
votes are districts of rack-rented tenants and numerous landless 
labourers ; elsewhere they got many votes from the hungry, 
under-employed coir workers of Travancore-Cochin, from 
the idle hand-loom weavers of Malabar, idle for lack of yarn, 
and from the lower middle class of Bengal which has been 
so hard hit .by inflation and partition. In the guerrilla dis- 
tricts, past police “ repression ” has been their best electoral 
trump, which more than blotted out their own past atroci- 
ties. Everywhere they throve most where they had agitated 
most. In Hyderabad they also benefited from the widespread 
distaste of the le for their Nizam and their transferred 
resentment against a Congress which had made the Nizam 
Raypramukh. In Andhra, the splits and mud-slingings of 
Congress, the evil repute of the Congress factions in office, 
and the Centre’s refusal of an Andhra State, were all pressed 
into service in favour of the Communists. Many Congress 
defeats, too, and not only by the Communists, were due to 
the widespread and not unjustified~belief of the southerners 
that they are neglected by Delhi. They have the most rigid 
food procurement and the lowest ration, the highest state 
taxes and the least central aid. The Communist successes 
are already paying the southern states dividends ; it has been 
announced that they will get more rice. 





THE ECONOMIST, March 15, 1952 


The Communists have, for the first time, emerged as a 
possible opposition, limited and local though their support 
still is. The choice for the elector five years hence will be 
economic, not moral, and the Communist talk is all of land, 
food and housing. It is. part of this new emphasis on 
economic issues that Congress has almost completed the 
change from a national movement to a conservative party of 
an almost English type. Though social reforms still con- 
tinue, where practicable, there is now in general little talk 
of the welfare state, food subsidies have just been almost 
entirely abolished and nationalisation is no longer a panacea 
and a menace. The Five Year Plan, which was one of Mr 
Nehru’s major planks, emphasises all the old-fashioned 
virtues ; work, efficiency and thrift, production and invest- 
ment. Congress and Communists alike are committed to 
turning India into a modern, industrialised state. 


German Claims to Eastern 


Markets 


AccorDING to the East German news service, some West 
German businessmen recently attended a meeting in Berlin 
to discuss the forthcoming unofficial Moscow conference 
on east-west trade. They were invited by the Liberal- 
Democratic party, the eastern zone’s version of the con- 
servative Free Democratic Party. Their hosts asked them 
to see that the economic newspapers of Western Germany 
published articles in favour of the Moscow gathering, and 
explained frankly that one of its Objects would be to find 
ways of evading the restrictions on exports to the Com- 
munist countries imposed by the American Battle Act. 


A number of factors tend to make German industrialists 
and traders, especially in the Ruhr and Hamburg, lend a 
particularly ready ear to propaganda for the Moscow meeting. 
Scanning British and other trade statistics, Lloyds list and 
the passage of ships through the Kiel canal, the Germans 
conclude that their competitors are taking trade with the 
Soviet Union, China and the satellites which is forbidden to 
them. A Panamanian ship which was forced to unload its 
cargo, destined for China, in Hamburg last year, is now 
sailing on the east-west trade route under a Polish flag, and 
other vessels still flying the emblem of Panama continue to , 
discharge in Chinese Communist ports. Above all, the 
British still sell machinery and rubber for Soviet timber and 
grain. It is true that the Bonn government has to apply the 
same restrictions as other countries receiving American aid, 
and no more ; but the Germans find themselves subjected 
to more rigid supervision than their competitors. 


The German industrial and trading world has no Com- 
munist leanings whatever, and has pledged itself to aid in 
western defence production—in the first place by increasing 
steel and coal output. But they regard Soviet Russia as their 
natural trading partner. They have not woken up to the 
vast changes that have taken place in the Communist 
sphere. Poland, Central Europe and the Balkans are no 
longer countries eager to sell great grain surpluses to Germany 
for manufactures—in fact, these areas are suffering from 
food shortages owing to the over-rapid pace of industrialisa- 
tion, peasant resistance to collective farming and the Soviet 
Union’s stockpiling. But the Germans do not realise that 
times have changed. They remember not only the days 
when Germany was dominant in the Balkans as almost the 
sole purchaser of surplus grain, but the earlier period of the 
Soviet-German treaty of Rapallo, when German industry and 
a government-sponsored credit institute helped the infant 
Bolshevik republic to éstablish itself. The Germans under- 
estimate Russia’s industrial progress ; and, in any case.“they 
see that China has now taken the USSR’s place as a vast 
under-developed country bent upon industrialising itself. 


The United States, by contrast, is a competitor which, it 
was hoped in Germany, would be unable to maintain its 
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Brown & Polson starch products 


TIN THE POTTERY INDUSTRY 





WHEN tiquid glaze dries on pottery ware, it leaves an 

even coating of finely powdered glass, which very 
easily rubs off before it is fired. The mere touch of a 
finger leaves a noticeable thin patch in the finished glaze. 


MODIFIED STARCH AS A GLAZE BINDER 


The Brown & Polson Group recommended the mixing 
' of modified starch with the liquid glaze, to bind the glass 
> powder to the ware until it was fired. This is now the 
main use of starch products in the pottery industry. 


MODIFIED STARCH BINDERS FOR 
REDUCING BREAKAGE 

Some potteries are using modified starch binders 

experimentally for strengthening the ware itself before 

it is fired. They have proved that modified starch mixed 

with the clay can treble the strength of the delicate, 
unfired ware, and so save costly breakage during 
‘ handling and trimming. Modified starch binders have 

also been widely used for strengthening the big fireclay 

containers (called * saggars*) in which pottery ware is 
| > first fired. Stronger saggars save oven space, for they 
can be stacked higher without collapsing. 

The development of modified starch binders for the 
pottery industry is one example of the kind of service 
that the Brown & Polson Group has performed for 
| many widely different industries, and is ready to perform 
wherever opportunity exists. Enquiries will be answered 
i. by responsible experts. They should be addressed to: 
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announce the opening 
of the City’s most 
outstanding Catering 
Facilities situated in 
the magnificent 


PLANTATION HOUSE 


and comprising 
te LUCULLUS Restaurant and Cocktail 
Lounge. 


Mincing Lane Lounge and Cold 
Buffet. 


Plantation Mecca Cafe. 


Party Suites for 20 to 1,000 persons. 
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i, I unzip one large outside pocket and 
what is here ? A beeg book and “ Paris 
Soir.” Tunkey ze lock and examine in- 
side. Business papers in two fools-cap- 
fitting compartements! It is O.K. [ 
am about to shut him up when... tiens! 

What have we? Ze secret compartement 
full of unlegitimate smugglings? I unzip, but it is . 
only ze pyjamas and shaving brush! Here is an idea for ze 
businessman who trips overnight. When he is en voyage 
he has books handy outside ; when he conferences, he has 
business papers handy inside—for it is only when he sleeps that 
"his pyjamas debouche from ze zip cache ! 
Quel génie! . . . Quelle discrétion ! 
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Would a better | 
Canteen help production 3 
in your works? — 


Better food input unquestionably helps work output and highly 

efficient modern ranges built by Carron Company make better 

cooking easier. Further, by low fuel consumption, they reduce 
running costs and“so make good meals a practical proposition. 
Carron Company have built all types of cooking apparatus for 
nearly two hundred years and Carron equipment may be heated by 
solid fuel, steam, gas, oil or electricity. The advice of Carron experts 
is available on the most suitable installation for your works and they 

will be glad to plan the complete layout for you. Regular maintenance 
contracts can be arranged. Write for further details to Department C.A. 
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which duplicator will give you the 
best service — but have you 

proved that your conviction is right? 
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exports of consumer goods and capital equipment once 
defence production began. Instead, German business circles 
have noted with consternation that American industry is 
capable of giving the world not only “ guns and butter” but 
“guns and the whole cow.” The first signs of a recession 
in steel and of unsold stocks of textiles made German 
industrialists and traders more determined than ever to secure 
a firm standing in the under-developed areas of the world. 
The danger signals from America heightened interest in the 
Moscow conference, at ‘which China and other Far Eastern 
countries will be represented. So have the Australian import 
cuts, and the latest trade treaty with Britain, which obliges 
Germany to take more British surplus textiles than before. 


Restrictions on east-west trade naturally irk the Germans 
more than other businessmen, because they apply to 
exchanges with their fellow-countrymen on the other side 
of the Elbe. Interzonal trade is now at a standstill, except 
for smuggling and barter deals by individual firms. The 
fault lies more with the Russians than with the Allied bans. 
The Soviet authorities have refused to comply with the Bonn 
government’s condition for concluding a new interzonal trade 
agreement—that Berlin trade should not be hampered. Of 
the contrary, the Russians have just cut off electric power 
to West Berlin, and the Federal Republic has retaliated in 
kind. True to Soviet tactics, the Russians are demonstrating 
their power over Berlin, at the same time’ as offering the 
Germans peace, unity and a national army. 


The Ruhr is watching with some concern the way in which 
the eastern zone is making itself relatively independent of 
steel. Even fine alloy steels will be produced on a fairly 
large scale next year. However, the latest East German 
statements on the fulfilment of the 1951 plan prove beyond 
doubt that Allied restrictions on trade have seriously affected 
the economy of the Soviet zone. The Minister of Planning, 
Herr Rau, has admitted that 21 per cent of the zone’s imports 
were to have come from western countries, but that the 
foreign trade plan had not been fulfilled. Troubles in the 
great new steelworks on the Oder have, however, been due 
chiefly to another cause: the callous treatment of the workers 
(who include thousands of women). Owing to labour unrest 
the plan for crude steel production has not been fulfilled. 
The yearly plan in Eastern Germany as in other Soviet- 
controlled countries is more than a target. It is a law, 
and people who break it must suffer the penalties. In 
consequence, some of the old Communists, such as Selbmann 
and Lohagen, who have domineered over East German 
economic life since 1945, have been reprimanded and 
demoted: The whole central designing bureau has been 
disbanded and ether reforms and purges have been ordered. 


On both sides of the Elbe the urge to resume free trade 
is irrespective of any desire for political reunion. In Western 
Germany, the appeal of national unity is watered down by 
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the well-to-do man’s fear of having to share his wealth with 
a poor relation. And for their part the East German Com- 
munists seem to have been ordered to fulfil the economic 
plan and overcome the shameful discrepancy between the 
two Germanies before the parts are reunited. Forces, there- 
fore, are working for a resumption of trade, despite. restric- 
tions and political differences. It is a sign of the times that 
the new Federal German trade treaty with Poland was very 
smoothly negotiated. Subject to approval by the High Com- 
missioners the treaty provides, among other things, for the 
exchange of West German rolled steel products for rye, some 
of which will probably come from the former Gertnan terri- 
tories east of the Oder-Neisse line. 


From Suvorov to 
Rokossovski 


Apart from the Americans, there is no nation on earth in 
whose history the idea of a constitution has played so great 
a part as the Polish. The traditional constitution of the old 
Polish Commonwealth, with its iberum veto which permitted 
a single man to obstruct legislation, is generally considered 
to have been one of the main causes of Poland’s fall in the 
18th century. The constitution of 1791, a noble document 
inspired by the ideals of the American and French Revolu- 
tions, was hailed as the prelude to national revival. But it 
was followed by the armed intervention of Catherine II of 
Russia and her accomplices, the Emperor of Austria and the 
King of Prussia. The hopes of 1791 were trampled down 
by the soldiers of Suvorov ; even so, they inspired genera- 
tions of Polish patriots. ' 


The first constitution of the Polish Republic, in 1921, was 
similar to that of the Third Republic of France. In par- 
ticular, the President of the Republic had only very limited 
powers. This won it the hatred of Marshal Josef Pilsudski, 
who had been Head of State from 1918 to 1921, and increas- 
ingly regarded himself as the sole repository.of all the virtues 
of the Polish nation. Having seized power by force in 1926, 
he took his time in abolishing the constitution. The process 
was formally completed in 1935, when a new constitution, 
of an authoritarian type, was introduced and carried by a trick 
of procedure in a hostile Parliament. 


The 1935 constitution never commanded the loyalty of 
the majority of the Polish people. When Poland was again 
partitioned by the heirs to the King of Prussia and 
Catherine Il, it was generally assumed by the fighting Polish 
people that liberation would bring a new regime. This view 
did not, however, prevail in the Polish emigration. The 
leaders of the Polish Government in exile were democrats, 
but among the officers, diplomats and civil officials who im- 
plemented their policies the heritage of Pilsudski was still 
honoured. Even so staunch a democrat as Premier Miko- 
lajczyk felt unable to repudiate the 1935 constitution. This 
refusal of the exiles to declare invalid a regime imposed by 
fraud and maintained by force, was exploited against them 
by the agents of Moscow. 


Continuity with the Past 


Even today the Polish emigration—which far exceeds in 
quantity and quality the emigrations from the other East 
European countries—is torn in two on the issue of the 
193§ constitution. After his experience in postwar Poland, 
Mikolajczyk decided to repudiate this legacy of the Pilsudski 
era, and part of the Peasant Party exiles support him. On 
the other hand the 1935 constitution is upheld not only by 
followers of Pilsudski, but also by the conservative Nationalists 
who were Pilsudski’s bitterest enemies and—most surpris- 
i of all—by the Socialists. Their argument is that the 
legality of the Polish State must be preserved, even in so 
unsatisfactory a form as this. This triumph of legalism over 
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,olitical commonsense can 
passionate desire of the Polish leaders to maintain continuity 
with the past. The elder statesmen of today’s Polish emigra- 
tion spent the formative years of their lives either in exile or 
in rebellion against foreign rule. They feel a strong com- 
pulsion to prove tothe world Poland’s historic right to an 
independent existence. This mentality must and can be 
sympathetically understood. by friendly nations. But it un- 
doubtedly impedes common action with other European 
exiles, who have not the same psychological background. 


It might have been feared that the devotion of the exiles 
to the “fascist” 1935 constitution could be exploited by 
Communist propaganda within Poland. ‘This is, however, 
unlikely t© produce much effect at a time when a close copy 
of the “ glorious Stalin Constitution ” is being forced on the 
Polish people by the Bolshevik successors of the Governors- 
General of the Tsars. Already in 1947 the “ popular demo- 
cratic” regime introduced a “small constitution,” which 
combined certain articles of the 1921 constitution destroyed 
by Pilsudski with others resembling the constitutions of the 
other East European satellites. Now a complete constitution 
has been published in draft form for “ public discussion,” and 
will doubtless be enacted with the customary enthusiasm in 
the near future. That it has been produced so much later 
than the other east European constitutions is probably due 
to knowledge in Moscow of the exceptional strength in Poland 
of anti-Russian nationalism. 


Presidency Abolished 


Minor concessions are made to Polish national feeling. The 
white eagle remains the coat of arms of Poland. The Speaker 
of the parliament preserves the traditional title of “ Marshal.” 
The body which performs the functions of the Presidium of 
the Supreme Soviet of the USSR is called the “ Council of 
State.” Bur essentially this is a replica of the Stalinist con- 
stitution. The office ot president is suppressed. Its ceremonial 
function is held by the Chairman of the Council of State. 
This brings Poland into line with all the other people’s 
democracies except Czechoslovakia. It will be. interesting 
to see if Bierut, who now holds the Presidency, will take on 
the decorative post of chairman or will concentrate on the 
office which represents his real power—the general secretary- 
ship of the party. The local organs of government—the 
National Councils—correspond to the Soviets—not of course 
to the more or less democratic and representative soviets of 
1905 and 1917, but to the emasculated soviets of 1936. 
Judges are elected, which means nominated by the same body 
that nominates the parliamentary candidates. The functions 
of the Public Prosecutor are not specified in the Constitution 
but are laid down in separate laws. It may, however, be 
assumed that the office is endowed with the same all-embrac- 
ing powers to. which the holder of its Soviet prototype, 
Andrei Vyshinski, owes his career. 


Unlike the constitutions of the other satellites, the Polish 
one actually mentions in its text the institutions of collective 
farm, tractor station, labour competition and shock worker. 
At the same time it guarantees the right to inherit land. 
There is the usual impressive series of rights and liberties, 
accompanied by the less impressive “ escape clauses ” which 
nullify them. The right to leisure, for instance, is ensured 
by the organisation of collective “recreational facilities.” 


Eguality of women with men includes the right of women 


to.go down the mines and to do night work and heavy 
labour, from which the labour laws of the “ reactionary ” 
prewar regime excluded them. Religious freedom is 
guaranteed; but “abuse of freedom of conscience and 
religion for purposes endangering the interests of the Polish 
People’s Republic is punishable.” ~ Freedom of association 
does not extend te bodies “whose aims and activities are 
directed against the political and social structure or against 
the legal order of the Polish People’s Republic.” 
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The interpretation of such phrases, and the nomination of 
those who will fill the various elective posts in the executive 
and legislative hierarchy, belong to a body not mentioned in 
the constitution—the Polish United Workers’ Party. Unlike 
its august model, the All-Union Communist Party (Bolshe- 
viks), which is mentioned in article 126 of the Stalin consti- 
tution, the Polish party prefers to remain in the background. 
The formal reason for this is that other parties still nominally 
exist and participate in the government. Probably the real 
reason is that Moscow does not yet consider that Poland has 
advanced sufficiently to deserve the honour of a complete 
copy of the Stalin constitution. 


For the real power is held not even by the Workers’ Party 
but by Moscow. Of this fact there is a very tangible proof in 
Warsaw—Marshal of the Soviet Union Konstantin Rokos- 
sovski. Eminent among the heroes honoured in the*Soviet 
Union, and therefore entitled to compulsory veneration in 
the “ popdemocracies,” is Suvorov, who drowned Poland in 
blood in 1793. His successor, Rokossovski, worthily followed 
his example, bringing not liberation but enslavement. 
Suvorov destroyed Poland’s true constitution: Rokossovski 
instals a-“ constitution” prefabricated in Moscow. - Few 
Poles—few even of Poland’s few Communists—will have 
missed the parallel. 


Strong Men of the South. 


Wuen General Batista overthrew the government of Cuba 
on Monday, he was reverting to a Latin American tradition 
which is somewhat outmoded. “Strong men” still rule a 
fair proportion of the twenty republics south of the Rio 
Grande, but in recent years their methods of attaining power 
have shown an interesting change. Time was when every 
dictator ousted by a rival, or by a popular uprising, was 
expected to devote the rest of his life to plotting a violent 
return. Today it is more fashionable for such a man to 
recover power not by bullet but by ballot. Ex-presidents 
have been inspired by the example of Dr Getulio Vargas, 
who won the presidential elections of 1950 in Brazil and 
thus regained by democratic means the office which had 
been wrested from him in 1945 after his long spell of 
absolute power ; but not all of them, once in power, are as 
likely to observe the constitution as Dr Vargas. In Chile, for 
example, General Ibanez, whose dictatorship ended over 
twenty years ago, is contesting the election which is due 
this summer ; and General Batista himself was, until this 
week, inviting Cubans to vote for him in June. 

The smooth execution of Monday’s coup was in part the 
result of long practice. It was General Batista’s fifth revolu- 
tion, and his influence with the Cuban army has been 
unrivalled for over twenty years, although his principal aides 
now seem to be captains instead of sergeants. But to some 
extent he has also reminded other neighbouring governments 
how easily they can still be overthrown by a military junte 
if. they fail to keep the active loyalty of their peoples. The 
blend of splinter politics and corruption which: has marked 
Cuban public life in recent sis not unique in Latin 
America, or unparalleled in other continents ; and the lesson 
that democracy must win respect if it is.to survive is. a 
salutary one however small a country it comes from. 

In view of the prevalent habit of tarring all Latin American 
countries with the same brush, it is good that another recent 


event has demonstrated the vitality of | elsewhere 
in that region. The constitutional reform in Uruguay this 


month is the fruit of a long period of stable es 
politics, during which the spotieien has loyally resisted all 
temptation to. seek by violence the r it has never 
obtained through the polls. Its reward is. now to be given 
a voice in the government at the insistence of its triumphant 
antagonists. 


* 


o 


~ 
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Ten million open doors 


T IS OVER TWO HUNDRED YEARS since Edmund 

Halley, the astronomer, turned his attention from the 

stars to the study of population statistics. At about 
that time a similar problem ona modest scale was engag- 
ing the attention of some fishermen in Kent.. They were 
concerned with the uncertainties of this mortal life because, 
being prudent men, they were anxious to make some 
provision for their families if their scanty earnings ceased 
through sickness or death. And so they joined together, as 
did many other similar local groups, to set up a common 
fund to which members made weekly contributions. These 
were collected (for the fishermen were 
sagacious men who knew the value 
of incentives) at the local inn. 


Ss far as the ‘Old Dredgers’ of Faver- 
Fises were concerned thrift was a 
wholly personal matter. Today, however, 
it has a wider, national significance. 
Careless spending lies heavily upon the 
conscience of the dutiful citizen. He 
knows that if he saves money, then, in 
some mysterious way, it is good for the 
country. In the long run, of course, it is 
also good for the dutiful citizen. Never- 
theless, the fact has to be faced that for 
every score of us who would willingly 
travel a mile to spend a pound, there are 
only a few who would cross the road to 
Save sixpence, 


r is all the more surprising, therefore, to find that people do 
manage to save money—and, moreover, to save it consistently. 
Most of them—indeed, about four out of every five families in the 
country—do this by paying insurance premiums to agents who call 
regularly at their homes. This is a form of thrift that satisfies an 
urgent personal need. Itoffers immediate relief from anxieties with 
which the provident fishermen of Kent were very familiar. And it 
is a way, in many cases the only way, of giving men and women in 
this workaday world the confidence to make their own plans fora 
future in which, through endowment assurance, they and their 
children have a personal stake. 


fs 1S service originated about a hundred years ago as a means of 
making life.assutance available for folk of modest means. It has 
succeeded in revolutionising the thrift habits of the nation. The 


' Issued by the Industrial Life Offices 


* : = 


GROWTH OF PREMIUM INCOME 
OF INDUSTRIAL LIFE ASSURANCE 





Victorian pioneers of industrial life assurance recognised that sav- 
ing, even if it could never be made effortless, could at least be made 
easy. This they achieved by intr&tiucing a regular collecting service 
—and with it, the insurance agent. Today it is he who keeps alive 


‘ the habit of thrift in ten million households whose doors are open-~ 


ed to him, week in and week out, throughout the length and breadth 
of the land. The savings of many millions of these families depend 
upon the personal service which he brings to their homes; and the 
nation depends upon it to the tune of over £40,000,000 net savings 
every year. 


— agent’s success as a missionary of thrift arises less from 
what is commonly understood by salesmanship than from the 
services which he offers his policyholders, whose confidence and 
goodwill are of supreme importance. The essence of his job is to 
take pains to understand other people's 
problems. This is exemplified by the care 
with which he arranges his routine of week- 
ly ‘calls’. He knows how very slender is the 
thread that holds intact the resolution to put 
by ready money for future needs. And so 
he adjusts his methods to suit his policy- 
holders. Many, although by no means all of 
them, are weekly wage-carners. This means 
that the agent’s timetable, which takes him, 
on an average, to several hundred homes 
between one pay-day and the next, must 
také into account local circumstances and 
customs and the personal convenience of 
the people from whom he collects premiums. 


HESE premiums total, at the present rate, 

about £130,000,000 annually. Twenty 
years ago they amounted to less than half 
this figure. The consistent increase in the 
volume of premiums collected is a reflection 
of the agent’s ability not only to initiate, but 
to help sustain the habit of thrift among his 
policyholders .But if he were no more thanan 
efficient collector of pfemiums he would scarcely be regarded,as he 
is in so many homes, as a family friend and confidant. When claims 
arise his policyholders look for quick and sympathetic attention; 
and his counsel is sought upon a hundred-and-one problems, 
many of them only distantly related to insurance. Above all, he is 
the man who can provide assistance and advice on the spot. 


ERE, perhaps, is to be found one of the most important of all 

savings incentives. It springs from the recognition that thrift 
begins at home. It is here that motives, means and opportunities 
are examined in the light of domestic’ circumstances that vary 
widely between family and family. To these personal problems 
the voluntary thrift movement developed by the Industrial Life 
Offices brings a personal service that has become a factor of im- 
mense importance to the natton’s economy. 
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THE BUSINESS WORLD 





The Budget 


Bo in its details and in its general shape, Mr 

Butler’s budget has taken the world by surprise. 
Hardly anyone supposed, before the event, that the 
budget could match the exacting needs of this year of 
crisis unless it fortified, perhaps substantially, whatever 
surplus confronted the Chancellor on the basis of 1951-52 
rates of taxation and subsidies. Actually, Mr Butler has 
given away in reliefs more than he is taking back in tax 
increases and cuts in subsidies, thus whittling down his 
prospective surplus by some tens of millions. This, he 
asserted, would still beeadequate for the two purposes 
most immediately in view—the convincing of overseas 
opinion that Britain means business in its drive for 
external solvency, and the keeping of inflation at bay in 
this year when import cuts and export efforts are deplet- 
ing supplies of goods at home.- Not all outside observers 
will accept this view ; and in any case it arouses grave 
doubts about the Government’s attitude to the problems 
of 1953, when there will no longer be either scope or 
excuse for drastic raids on the nation’s capital resources. 


Mr Butler’s budgeting, seemingly at variance with 
earlier assumptions about the need for sternness, springs 
partly from estimates that suggest that the total strain to 
be imposed upon domestic resources by the effort to close 
the external gap may be somewhat less violent than that 
implied by the unusually sketchy data previously avail- 
able. Unquestionably, he can also plead that, while the 
budget is softer than had been expected, the monetary 
policy is substantially harder. The increase in Bank 
rate from 24 to 4 per cent, which will lift rates 
for commercial and industrial borrowings to levels that 
should provide real deterrents, should impress overseas 
opinion and, by narrowing the short position against 
sterling, should play a valuable part in helping the gold 
reserves to surmount this year’s “ hump ” of pressure, in 
the critical phase before the cuts in imports give their 
full relief. Scarcely less significant is the evidence this 
move affords that the government is prepared, despite 
criticism from the Left, to lean still more heavily upon 
monetary policy as an instrument of domestic disinflation. 
There may be reason to hope, therefore, that if the 
budget formula proves to have been too mild to keep 
inflation in check, monetary measures will be allowed to 
redress the balance—though only within the limits set 
by an apparent tenderness towards the consumer goods 
industries and a reluctance to push disinflation to the 
point needed to induce transfers of labour, two attitudes 
that have disquieting implications for 1953. 


The statistical foundations of the budget are this year 
less clearly discernible than at any time since Sir Stafford 
Cripps introduced the principle of disinflationary bud- 
geting in 1948. That is no criticism of the budget as 
such, and some may even feel it to be an improvement, 
for the long exercises in higher economic analysis have 
always been bewildering to the great majority of the 
Chancellor’s audience—inside as well as outside the 
House. But the first test of the adequacy of a budget 
still has to be the manner in which it fits into the pattern 


of the national economy as a whele ; and although Mr 
Butler did not attempt to construct the “ savings-invest- 
ment” account upon which expert commentators have 
previously relied for their judgments on this pattern, he 
fortunately gave sufficient data to indicate his under- 
lying line of argument. 2 


It differs significantly from the line unofficially de- 
duced from his end-January speech. It then appeared 
that the gross displacement of resources required to 
bring the external account inte balance, or better, in the 
second half of this year would be at an annual rate of at 
least £750 million (representing some {£500 million of 
cuts in external expenditure and around {250 million of 
additional exports, principally of capital goods diverted 
from home investment). Since then, the Chancellor now 
reveals, it has been decided that Britain’s effort must be 
stiffened still further: whereas it was first planned to 
reduce the non-sterling deficit from £575 million in the 
second half of 1951 to {£100 million in the second half 
of this year, now the object is to extinguish this deficit 
altogether (after taking credit for external aid), and 
accordingly the Government has imposed a further £100 
million of import cuts. This naturally makes the whole 
task correspondingly more arduous ; yet the Chancellor 
founded his budget on the assumption that the required 
displacement of resources in 1952-53, compared with 
1951-52, will be £600 million—a substantially smaller 
sum than had been guessed previously. 


Three considerations explain this rather puzzling dis- 
crepancy. First, it is now evident that the cuts in over- 
seas expenditure previously announced represented cuts 
on a programme, not estimated reductions on the actual 
expenditure of the previous year. The three sets of cuts, 
totalling £600 million, including some invisible expendi- 
ture, are now equated to a reduction of £350 million in 
actual expenditure upon imports in the calendar year 
1952 compared with 1951 and one of £300 million or 
more in the fiscal year 1952-53 (on the basis of 1951-52 
prices). Secondly, the fact that the cuts are smaller than 
had previously been supposed does not mean that the 
Government is envisaging a residual deficit on the 
balance of payments as a whole. It assumes that in 1952- 
53 the contribution made by the cuts in imports will be 
supplemented by a gain of £200-£250 million from 
improving terms of trade and net invisible income and 
by a_net increase of £50 million in exports (after allow- 
ing for a sharp decline in exports of consumer goods). 
This hoped-for total improvement of £550-£600 million 
is reckoned to be roughly equivalent to the actual total 
deficit incurred in the fiscal year 1951-52 ; in the calen- 
dar year 1951, the estimated total deficit was {516 
million. Finally, it should be noted that a large part of 
the steep increase in the deficit in the second half 
of that year (when the annual rate was {£800 
million) was attributable to stockpiling, now to be 
sharply curtailed; earlier calculations. based on the 


half-year’s experience may, therefore, have been a 
little misleading. 
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Because of the cuts in stockpiling, the Chancellor 
expects that only about half the reduction of £300 million 
or more of imports in 1952-53 will be felt as a depletion 
of currently available supplies ; but when allowance is 
made for the diversion of goods to export markets, the 
effective additional strain that has to be borne tc close 
the external gap (without crediting external aid) is 
estimated at £200 million. A further £200 million of 
real resources has to be found for the defence programme, 
so that the total new strain upon current domestic 
resources is £400 million. Mr Butler assumes, rather 
optimistically, that £250 million will come from addi- 
tional production ; that £50 million will be released by 
the economies in the Government’s civil expenditures (a 
smaller sum than had been implied by his previous 
estimate that the cuts were equal to 14 per cent of the 
national income) ; and that civil investment will fall by 
not less than {100 million. He thus neatly balances his 
“real” account, and concludes that even in this year of 





1951-52 ProvisionaL OutTruRN AND 1952-53 Bupcet ESTIMATE 
CONVENTIONAL Form oF ACCOUNTS 
(£ Millions) 
ABOVE THE LINE 



































i 1951-52 1952-53, 1951-52 1952-55 
i* Pro- | i | Pro- 
| Esti- [visional) Esti- | Esti- | visional Esti- 
| mate jOutturn] mate | mate Outturn) mate 
Revenue xpenditure 
Inland Revenue.} 2,302 2, 570 | | 2,619 | Interest on Debt. . 515 515; 540 
Ci aan and Ex- | Sinking Funds .. .' 20 27 35 
Ri as ciween’ uae 1,755 | ; 1,815 | | Northern Ireland. ' 38 39 | 40 
M ie or Duties ... i 65 | 64 | Miscellaneous .... 11 il 19 
Torat Tax Rrv-| | Torat Cons. Funp 
EWOR invites. 4,015 | 4,190 4,498 | SeRvicEs....... 584 592 625 
Trading Services. 55 | 75 | 12 | Supply : 
Broadcast Lics,.! 14 4 15 Defence . cna een i } (1,112; 1,377 
Sundry Loans. . .| 27 25 | 26 | WONT « pe wks 3,613 ; 2,323; 2,180 
Misc -ellaneous {in-| | Tax Collection } |‘, ae 43 
cluding Surplus i —ereenere eseiane 
Stowe). oka 125 i 136 | 110 | | Toran Surrty ...| 5,613 3,482 | 3,605 
Total Revenue . | a8 | “4at0 | 4,881 | Total Expenditure. 417 | 4, = 
| Surplus.......... 
| 4,236 | sae | 4,661 4236 440 “4,661 
BELOW THE LINEft 
i Payments ! 
Interest outside | | tatereat outside 
Budget.......| 4} 47/61 | Budget ........| 46; 47 61 
Export Guaran-| } | Export Guapaatesd 8 10 1 
tees :— i | Postwar Credits . -| 17 17 1? 
Repayments . .| 1 i 2 | Excess Profits Tax! i 
Housing Receipts! Refunds .......} 6 6 6 
from Votes. . | 20 20 21 ;} War Damage .... 87 77 | 70 
Local Authori- | | Scottish Special i . 
ties :— ! | Housing ....... TI 7) T 
Repayments . .| ll 12 16 | Armed Forces :— ' 
New Towns :—~— | Housing .......} 14 i 10 | 13 
Repayments . . . i 1 | Loans to Local Au- | i 
Coal Nationalisa- thorities ....... 300 %5; 360 
tion :~ Loans to Northerf | 
Repayments . .| 5 5 4 Ireland Excheqr. ... 3} 6 
Film Corpn, :-— |} Loans for New) | 
Repayments . , 1 1 Towns Develop- | 
j . “it ES aaa ce 18 | 15 | 23 
|Loans to Film i i 
Corporation .... 2 1} 1 
| Town & Country i 
| Planning :— 
j Issues to. Central 
| | Land Board... 12 1 6 
| | Coal Nationalisa- 
| j tion :— ' 
| Ww ee Capital, | | i 
| i ba Otani sos: 7} 16 | 16 
Raw Cotton Com- | 
} | mission. : i | 
| | Working Capital 40 | 25 | 4 
——| -| | Overseas { 
Total Receipts. . _| 84 87 «106 |} Resources :— | 
| ———'—_——_'———|_ Colonial Develop- i 
NetSum Borrowed OM os cas: 16 Bi 
or Met trom bhasraicblieaurttndeesksGaabnily 
pemaeas | 496 524 | 506 | Total Payments... 580, Gti) 612, 
580; 611, 612 | sso} ott! ota 
Total Receipts ..| 4,320 oat} 4,767 pe Ca | a7 4,685 4,842 








* This figure does not takes account of the net saving in expenditure resulting me the 


reduction of food subsidies and increased payments of pensions, insurance benefits, 
family allowances, etc. 


t Items below the line are :— © 
1. Receipts applicable by statute to debt interest ae would otherwise be paid 
out of revenue. 
2. Receipts applicable to debt redemption. ¥ 
3. Payments for which the Treasury has power to borrow. 
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emergency there is no need to cut the real level of con- 
sumption ; the only need is to prevent it from rising. The 
vulnerable points in this argument are the assumptions 
about the terms of trade, invisible exports and the level 
of production, any one of which, or all three, could easily 
disappoint the Chancellor’s hopes. Together they 
account for {500 million of credits in his balance sheet ; 
he has, however, a possible hidden reserve in the assump- 
tion about investment. . If monetary policy. were 
toughened, the cut here could probably be raised much 
beyond {100 million ; but it is a deplorable prospect 
that, in this year when the consumer is being saved by 
drastic raids on capital, the only expedient remaining 
for new setbacks is to make still bigger raids. 

Even so, this “real” accounting is more acceptable 
than the financial reckoning. The last step in Mr Butler’s 
underlying thesis is the assertion that no budgetary action 
is needed to achieve his aim of stabilising the real level 
of consumption—despite the fact that personal incomes 


1951-52 PrRovistonNaAL OutTturN AND 1952-53 Bupcetr Estimate 
ALTERNATIVE CLASSIFICATION 
(£ Millions) 


REVENUE ITEMS 


























1951-52 1952-53 | 1951-52 . {1952-53 
Pro- i Pro- 
Esti- | visional) Esti- | Esti- | visionaf) Esti- 
mate Outturn mate | mate Outtieral mate 
Receipts Payments ; 
Tax Revenue...) 4,015 4 4,438 Interest on Debt. .| 515 515 | 540 
Broadcast Lics.. 14 14 | 15 | Imterest outside! j ; 
Sundry Loans(In- | Budget ........ i 46 | 47 | 61 
terest) . ia 9 8 | 8 | Postwar Credits... 17 17 | 1? 
Miscellaneous . .. 54 33 | 47 | Other Expenditure! 3,356 | 35,130: 3,452 
Interest outside | | 
Budget 45 47 | 61 
Housing Receipts 
from Votes ... 20 20 21 
Total Reven Total Revenue 
Receipts..... 4,158 4,312 4650 Payments .... 3.934 3,708 4970 
—___——_'—___—_. ——— Surplus......... 224 + 83 530° 
4,158 4,312 4,650 4,158 4,312 4,690 
LoANS AND OTHER Non-Revenve Items 
Receipts - i ' ' 
Trading Services 55 75 | 12 | Sinking Funds .. 20 | 27 | 35 
Sundry Loans Export Guarantees 8 | 10 | I 
(Principal) .... . 18 | iT 18 | Excess Profits Tax i } 
Mis¢ellaneous (in-, Refunds ....... 6) 6 | 5 
cluding Surplus War Damage ... 87 | TT 790 
Stores) .... 71 103 63 | Capital and Loan, ; 
Export Guaran- } i etc., Items im i 
tees :— ; Supply Expendi- ' 
Repayments . 1 1 SE SR ew. 160 149 157 
Local  Authori- i | Charge in Trading i 
ties :—~ Stocks, ete... ... 3} wi— 7 
Repayments . .} 11 | 12 16 | Stockpiling of Stra- 
New Towns :— i tegie Reserves .. 143 179 | 53 
Repayments... | 1 1 | Scottish Special] 
Coal, Nationalisa- Housing ....... 7 7} 7 
ion :-— } i i | Armed Forces :-—~ | i 
Repayments . .| 5 | 5 4| Housing ....... | 19 13 
Film Corpn. :— | | Loans torLocal Au-' 
Repayments . . 1 1 1 |. thorities ...-... 365 369 
| Loans to Northern! ' ' 
Ireland Excheqr, .. | 3] 6 
| | Po for New i i 
i | Towns Develop- i j 
} eee 18 Bi 2B 
| |}Loans to Film 
|, Gorporation .... 2} 1) 1 
| Town & Country i i 
i i Planning :— ’ ' 
| | Issues to Central ; 
i Land Board. >. 12 1} 8 
i | Coal . Nationalisa- i ' 
! j tion :— - i 
i | W orking ‘Capital, i 
| } étc.... Tj 16 16 
i | Raw Cotton Com- ' 
' i mission : ie 
' Working Capital 49 $5 | 4 
{ Overseas i 
Total Non - Rev. Resources :— | . ' 
kavkes | 2) 25 117 | Colonial Develop- 
{ ———— ment ......... 16 | il} il 
Excess of Non- preeeenay 
_ Rev. Payments : Total Non - Rev 
over Receipts . ‘| 631 761 4655 Payments ..... $76 772 
o43 978 772 843 876 772 
Total Receipts. . | 400 | ill 4,767 | | Fae Pepeaaet. ai | 4,685 4,842 


* This figure ind not ‘take account of he net saving | in e 1 expenditure result ing from the 
reduction of food subsidies and increased payments of pensions, insurance benefits, 
family allowances, etc. 
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are now substantially above last year’s average level, 
despite the new pressures likely to be provoked by the 
cuts in subsidies, and despite the further increment that 
will accrue to spendable incomes if his estimates of addi- 
tional production are realised. The outside investigator 
has been given no means of testing this assumption for 
himself. The Chancellor merely asserted, without any 
statistical documentation, that it will cost consumers this 
year £400 million more to buy the same volume of goods 
as last year, and that this strain on their pockets will be 
just equal to the additional sums they spend—without 
presupposing “ any great increase” in voluntary saving. 
This is the most dubious assumption of all ; it is, in prin- 
ciple, precisely the one upon which Mr Gaitskell leaned so 
heavily—and, as events proved in the end, so dangerously 
—last year. He, it is true, had not unsheathed the mone- 
tary weapon ; but it remains to be seen whether Mr 
Butler is-prepared to use it to prevent wages from chasing 
prices—for the purpose, not primarily of cutting invest- 


Tue Tax CHANGES 








Estimate Estimate 
for ! for 
1952-53 | a Full Year 
Intanp REVENUE — £ £ 


Income Tax o> 
Increase in the earned income relief to 2/9ths, | 
subject to a maximum allowance of tax on £450 | — 42,000,000 | — 53,000,000 
Exiension of 2/9ths relief to total income not ex- | i 
qpedinny: LBRO achive dod oo se Reka te ceneess - 
Increase in the single allowance to {120, in the | 
married allowance to {210 and im the child | } 
plowane: Uh EUS ii xc occ Meade as bens 6Akeneee ; — 67,000,000 | — 84,000,000 
Alteration of the reduced rates of tax to 3s. in j 
the ¢ on the first £100 of taxable income, 5s. 6d. | | 
on the next £150 and 7s. 6d. on the next £150 | — 71,000,000 Zo 91,000,000 





250,000 | — 1,000,000 


i 
Surrat i 
Increase in the limits on the amounts which qualify | 
ior relief from Surtax when paid into certain | 
} 

| 

| 

| 

i 
































Trust Funds by Lloyd’s underwriters ....... a — 1,000,000 
Excess Profits Levy and Profits Tax :— 
imposition of the Excess Profits Levy at 30 per 
cent net Been ie Se ob ten ke EEE OAS | + 6,000,000 | + 200,000,000 
Reduction in the rates of Profits Tax to 2§ per | 
cent net on undistributed profits and to 17} | 
per cent net on distributed profits, allowing for | 
consequential effect on Income Tax. Increase i 
im directors’ remuneration allowable for | } 
director controlled companies ..............- | — 4,000,000*; — 100,000,000 
i 
Income Tax and Profits Tax :— | 
Additional allowances to mining concerns operat- 
MF ADTORG. 2... ccwsk ow cde cvetesseonceeseces ase t 
Abolition of time limit for carry forward of | 
banginees 100806 256 oa kas ik cota hacs aes seme 225,000 | — 250,000 
Withdrawal of special deduction in respect of tied | i 
houses let for less than their full value. ....<.. | 700,000 | + 750,000 
} j 
Stamp Duty :— 
Reductions in certain rates of stamp duties on | i 
conveyances of property other than stocks and | | 
marketable securities. .....56c0csneerssecess | — 2,500,000 | — 3,500,000 
L wieseiptaciguicie sini gape ia 
Tora, INLAND REVENUE.......c.ecesseee | ~ 181,275,000 | — 133,000,000 
Customs anp Excise :-— : 
Cusicws :-— 
Hydrocarbon. O86 666s cccewekewsccesoccctssiose + 63,500,000 | + 63,500,000 
Torat Comes iiss celivenesice reds | + 63,500,000 + 63,500,000 
Excise :-~ 
Hydrocarbon oils, petrol substitutes and power | 
methylated SIGHS . ic ccac vic ckcnaes cvsaeaes | + 2,500,000 | + 2,500,000 
Netertammneehe Gute. ois <a.6k own be das cs keep i= 500,000 — 250,000 
Parcs GOES. ss sk db an eR eres Can ekesas j 3 t 
Coes GO a so. vkn Sen dc ckes ened amndie sss | negligible negligible 
Torit: BAM. iin isin <aincas vanurenc neces | + 2,000,000 + 2,250,000 
Tora. Customs AND EXCISE ,....<+<.a0+ | + 65,500,000 + 65,750,000 
Moron VEsictr® DUTIES 2.2 ickscteescusoavdcecens _ 850,000 | — 1,300,000 
Post Orricx :— 
PeMtas ROC WH oe Se. ain we babs Bee do aaa Khe ew 3,630,000 + 4,180,000 
Felephone Strviees. ices ssueceseveevanes teveret + 5,775,000 + 9,415,000 
Telegraph Services oo oa inves cnc aden iawaess cee i+ 230,000 | + 200,000 
THtAaL .POSt: QORIE aad asks stench caeeice + 9,635,000 | + 13,795,000 
pire atic dtinpae ss ane sta 
TORAL <i o oven eke kek Up shew babies a eekmes “| — 106,990,000 — 54,755,000 


* Viz. :—Profits Tax — £6,000,000, Income Tax + 4,000,000, 
+ The cost in future years will depend on factors which it is not possible to forecast. 
¢ It is estimated that the replacement of the Utility exemptions by the system of 


deductions from wholesale value will not substantially affect the total vield of 
Purchase Tax. > 





~~ 
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ment to relieve consumption, but of putting a direct brake 
upon consumption itself. In this context, too, it appears 
that the only emergency expedient is the possibility of 
cutting capital further. | 

By the standards of the past, the Chancellor’s premises 
would have dictated a no-change budget ; and, judging 
by these standards, Mr Gaitskell professes an inability 
to understand why the budget was introduced before the 
conventional time. Mr Butler, however, has new and 
more hopeful standards. All the more important of the 
considerable changes he has made~—with the one 
strident exception of the new excess profits levy—derive 
from the conviction that the drive for bigger output and 
greater efficiency must at last be inspired by relief from 
the burden of taxation upon incentive and must be 
supported by a more realistic structure of prices. It may 
be that the first touch of this wand will yield a gain that 
will make good at least part of any gap left open by over- 
optimism in the other calculations. 

* 


On the 1951-52 basis of taxation, the Chancellor 
had in view for the new fiscal year a surplus that reached 
the most optimistic of unofficial guesses. He put the 
additional yield from direct taxation at no less than £430 
million so that, despite the steep fall expected in miscel- 
laneous non-tax revenues, his total estimated ordinary 
revenue was £4,778 million, or £338 million more than 
the expected out-turn of 1951-52. Ordinary expenditure 
for 1952-53 accorded roughly with the unofficial fore- 
casts and, after the arbitrary subtraction of the £85 
million sterling counterpart of external aid (causing a 
corresponding understatement of real expenditure), it 
is shown as £4,240 million. Hence the prospective 
above-line surplus was £538 million on the conventional 
accounting (or £687 million on the alternative classifi- 
cation, which excludes capital items), 


The Chancellor’s concessions, taken as a whole, pro- 
vide for the disbursement, in a full year, of no less than 


(een een eet 


Errect oF TAX CHANGES 


ln erence saan 

























_ Probable | Estimate for| Estimates 
Exchequer | 1952-53 for 1952-53 
—— Receipts in | at 1951-52 at New 
1951-52 Tax Rates | Tax Rates 
es eee 
| { ei. 
Ordinary Revenue :— | £000 | = £000 £000 
INLAND REVENUE } i 
ee To ei nck <5 tooo aap wa heck 1,690,000 | 1,980,000 1,804,225 
Ms Pica oA Tis Ves 5 9h Sinkae Seats 128,000 | - 123,000 | ~ 123,000 
RN ENS So So ao oo ak ec bee eee 180,000 175,000 175,000 
Stamps .:.... y KaveWeve ss ah awa ces Cae ae ee i 62,000 } 60,000 57,500 
Profits Tax and Excess Profits Tax ........ 307,000 | 460, 452,000 
ewes PeON LAGS. os. hes ee . ies ' 5,000 
Special Contribution and other Inland | 
Revenue Duties .2.......c.ssseeuesees | 3,000 2,000 | 2,000 
; tenes a 
2,370,000 2,800,000 | 2,618,725 
Customs anp Excisr } ee 
COMIN 6 ain ss ES awa Fa so RS Se ha ay 1,000,000 980,000 1,043,500 
RII. 05s Fe EVES Asawa be BA hc } 755,000 770,000 772,000 
1,750,000 1,815,000 | 
Motor Veuicie Duties......... eres pee 65,000 | 64,150 


Torar Receipts From TAKES 

















éiunivns oasis 4,615,000 4,498,375 
Surplus Receipts: from ¢ertain Trading 
Serviens. 56, ess Adie sah ashes Reales 75,000 12,000 12,000 
Broadcast Receiving Licences ............ 14,000 15,000 15,000 
Receipts from Sundry Loans ............. | 25,000 . , 
Miscellaneous (including Sale of Sirplas War | 
DUONG cet cae es 136,000 110,000 120,000 
Total Ordinary Revenue .............. 4,440,000 4,778,000 
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£314 million, of which some {£260 million will be 
financed by additional taxation and postal and telegraph 
charges. In 1952-53, however, the net disbursement will 
be at only half this rate, absorbing £27 million, and thus 
reducing the prospective surplus to £511 million on the 
conventional reckoning and £660 million on the alterna- 
tive classification. Only some of the changes, it should 
be noted, are reflected in the financial statement (and in 
the tables reproduced on page 657), because some of them 
will be the subject of supplementary estimates and others 
have still to be worked out in detail. 

The only tax increase—apart from the new Excess 
Profits Levy and the increases concealed in the redistri- 
bution of purchase tax, analysed in detail below—is that 
in petrol duty, which. will bring in an additional £66 
million both this year and next. The Chancellor ex- 
plained this increase partly by the need to enforce 
economy in the use of a burdensome import and 
partly by his desire to enlarge the resources available to 
him for the granting of incentive reliefs and for the miti- 
gation of hardship elsewhere. The main fund for this 
purpose was, of course, that provided by the cut in the 
provision for food subsidies from {410 million to 
£250 million ; but a small contribution will come from 
the increases in postal charges ({10 million this year and 


£14 million next). Of the £160 million saving on sub- ~ 


sidies in a full year, a net £80 million will be disbursed in 
additions to pensions for old age, war service, industrial 
injuries and public servants ; these are the changes that 
remain to be brought into the budgetary accounts, so 
that a net £80 million has to be added to the prospective 
surplus shown there. 





; &59- 

This £80 million, with the £76 million expected this year 
from petrol and postal charges, provides finance for the 
greater part of the large reliefs in income tax. These reliefs, 
detailed on page 666, will cost £180 million this year 
and an additional £49 million next year. The Chancellor 
justified his acceptance of this rising burden in 1953-54 
by the fact that then the Exchequer will be:reaping the 
harvest of the new EPL—which will contribute only a 
nominal {£1 million this year but will provide next year 
a net £100 million, after allowing for the effects of the 
associated changes in profits tax and the consequential 
loss-of income tax. This is a line of reasoning that defies 
the logic of disinflationary budgeting: the tax reliefs 
on personal incomes will boost consumption, whereas the 
additional taxation of companies, while possibly reinforc- 
ing the other restraints upon investment outlay, will 
mainly be paid merely out of accumulated savings ; it is 
not to be expected that dividends will be reduced corre- 
spondingly and consequentially. This, however, is the 
problem of next year’s inflationary gap ; and the Govern- 
ment, in this as in other respects, is in no mood to anti- 
cipate the troubles that lie ahead. In the accounting for 
this year there is, fortunately, no big flaw of this particular 
kind—though the same point arises, in principle, on the 
petrol tax. To the extent that the tax on commercial 
transport and on industry is not immediately passed on to 
final consumers, it will in effect be paid from current 
profits, so that the result of the budgeting is to shift 
resources from saving to spending. The real inroad into 
the surplus is, therefore, rather larger than appears— 
adding yet another morsel (of a few tens of millions) to 
the doubts about the budget assumptions as a whole. 


Excess Profits Levy. 


THE measure of the drain imposed by the new excess 
profits levy on company savings and industrial capital 
is the £100 million net that the Chancellor hopes to 
secure in a full year, after allowing for the collateral 
changes in profits tax that he proposes. By the standards 
of company taxation that have become conventional in 
recent years, this may not seem a grievous sum ; on the 
old scale of profits tax the Chancellor expected to obtain 
£460 million in the. year 1952-53. But there is no 
pretence in the new EPL that it is concerned with the 
“fortuitous rise in company profits because of the 
abnormal process of rearmament,” to quote the Consetva- 
tive party manifesto. It is based on a normal standard 
of the average profits of 1947, 1948, and 1949, with no 
optional years, long before rearmament became a factor 
in profits. i eens indeed, oo that he was 
not prepared to bring into the average rofits of 1950, 
and still Sete those of 1951, on the camila that “ the 
profits of both these years were inflated by the events 
following the outbreak of the Korean war.” No definite 
time limit has been announced for the operation of the 
levy ; “it must continue during the period of the 
emergency.” 

The Chancellor had already promised to follow 
American precedent in devising the levy. He has done 
so, to all intents and purposes, in his selection of the 


standard years, and precisely in fixing the rate at 30 per | 


cent of excess profits over the standard, with a limit-of 18 
per cent of ts. imit wi 


come into play when chargeable profits exceed two and a 


EPL will be chargeable from the beginning of this year. 


‘It will apply only to companies “ and other bodies,” but 


not to individuals and partnerships—an obvious saving 
in administration since the latter are caught under surtax. 
As a result, the number of EPL assessments should be 
materially fewer than the 80,000 assessments to EPT at 
the wartime peak when individuals and partnerships were 
included. The second change, also in the direction of 
simplification, marks a departure from EPT precedents 
of even wider importance. The rates of 30 per cent EPL 
and the 18 per cent limit on total profits are both net 
rates ; the levy will not be deductible for either income 
tax or profits tax purposes. The 30 per cent net rate 
was justified by the Chancellor as being equivalent to the 
60 per cent gross rate to which Dr Dalton reduced EPT 
at the end of the war. 


The collateral changes in profits tax are of great im- 
portance. During the EPT regime, profits tax was 
charged only as an alternative, if higher, to EPT. “We 
cannot” said the Chancellor “ be so generous this time.” 
He has therefore introduced a new conception into com- 
pany taxation—a three-tier system consisting first of EPL, 
secondly of profits tax (both to be calculated at net rates 
and not deductible. for income tax purposes) and thirdly 
of normal income tax. The rates of profits tax are to be 
reduced, with effect from the beginning of this year, to 
24 per cent net on undistributed profits and 174 per cent 
net on distributed profits (compared with approximate 
net rates of 5 per cent.and 25 cent respectively im- 


by Mr Gaitskell a year ago). On this, the Chancellor 
claimed that he had’ loaded the reduction in favour of 








4 
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companies that increased their reserves ; “ thus we fulfil 
the promise we gave in our election manifesto to reduce 
the tax on profits ploughed back into the business.” 
Of the promise “ to revise the existing system of taxation 
on commercial and industrial profits ’—which was widely 
assumed to hold out the expectation of a revised basis of 
assessing profits, taking into account the replacement costs 
of capital assets—there was no ‘mention in the budget 
speech. On the Chancellor’s own estimates, it will in 
future be more difficult, not less difficult, for industry to 
maintain and expand its real capital, for the additional 
{100 million that he proposes to levy would otherwise 
have been available to fortify industry's equipment. 


This is the broad nature of the levy and the collateral 
changes in profits tax that are proposed. There are other 
points of detail that will be of great importance for certain 
concerns. First, an alternative capital standard will be 
provided, too limited to attract the majority of estab- 
lished companies, and to all appearances insufficient to 
protect new businesses whose profits have grown appre- 

* ciably since the base years from swingeing EPL payments. 
In substitution for its actual profits, a company may 
adopt a capital standard of 8 per cent of its paid-up share 
capital (not its capital employed in the business) for each 
of one or two of the standard years, or 10 per cent for 
each of the three years. These rates will be 2 per cent 
higher, in each case, for director controlled companies. 
For new businesses set up from July 1, 1948, the stan- 
dard will be 10 per cent on the paid-up share capital. 
Standard profits will be increased by 10 per cent of the 
amount of profits retained in the business and of new 
share capital raised ; but no allowance will be made for 
capital raised in other forms. Thus the many companies 
that have made large issues of loan and debenture stocks 
(largely to avoid the payment of Profits Tax on dividends 
had they raised new preference capital) will obtain no 
relief ; the interest on such prior charge capital will, of 
course, continue to rank as a deduction for computing 
taxable profits. 


A further complication arises from the need evenly to 
distribute the impact of the initial allowances. For plant 
and machinery these ran at 20 per cent until April, 1949, 
when they were raised to 40 per cent ; from April 5th 
next they will be abolished. The effect has therefore 


been, in the base period, and particularly in the last part _ 


of the base period, to raise apparent profits, and in the 
first chargeable year, 1952 (except for the first quarter) 
to lower them. Companies will, therefore, be given an 
option to take 20 per cent for plant and machinery and 
10 per cent for industrial buildings, both for the standard 
period and for all chargeable periods, or to have no allow- 
ance in any period. 


A minimum standard of £2,000 will be provided, and 
director-controlled companies will be allowed to charge 
directors’ remuneration as an expense, subject to the new 
limits, which allow an increase from £3,500 to £4,000 
where there are two full-time directors, and from {4,500 
to £7,000 where there are four or more. 


* 


The precise impact of these changes can hardly be 
computed until fuller details of them are given in the 
Finance Bill—as the Chancellor’s speech indicated ; this 
is likely to bea lengthy and formidable document. Even 
then, it will be very difficult to translate them into precise 
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terms for individual companies.. The option for initial 
allowances, for instance, may make a considerable differ- 
ence to the end result ; companies do not normally reveal 
in their accounts the extent of the interest-free loans that 
they have built up during the operation of initial allow- 
ances, and which they will be repaying from January, 
1954, onwards ; ahd even if they did, the choice of alter- 
natives would still rest with the individual company. 
Another complicating factor, on which the financial state- 
ment is silent, is the effect .of the new changes in profits 
tax on the liability to make good non-distribution relief 
granted in earlier periods in the event of a later distribu- 
tion of capital or income. 


The effect of the new EPL and the revised profits tax 
are best illustrated at this stage, in a number of pro 
forma examples. Mr Butler explained that on its stan- 
dard profits a company would pay income tax at the 
standard rate, or 474 per cent, together with tax on 
undistributed profits of 24 per cent, making 50 per cent 
as a basic charge. On any sums distributed from standard 
profits it will pay an additional 15 per cent (representing 
the difference between the two profits tax rates). Thus 
the maximum liability to tax, assuming no excess ,profits 
above the standard and a full distribution or a nil distri- 
bution of available profits, will be as follows : — 


EXAMPLE I—Standard Profits ......6c.es, 100 
(a). Full Distribution . 


SOND TR ois ooo oa aha ks i wes 47-5 
Undistributed Profits Tax ........ 2-5 
Distributed Profits Tax ........... 11-1 
(15% of gross dividend of 74-1) 
POE AVON cae ev cckcmdsae ot bm 38-9 
(74-1 gross less tax at 9s. 6d.) 
/ 100-0 
Total Tee POyOe 55 6 iss 04s fame 6l- 
Total Tax hitherto payable ....... 66-25 
(income-tax and profits tax) * 
(b) Nil Distribution 
Total Tex payable 0.0 seek es 50-0 
Total Tax hitherto payable ....... 52-75 


This example shows that the new profits tax and 
income tax combined will absorb 61.1 per cent of profits 
where a maximum dividend distribution is made and no 
EPL is payable, compared with 66.25 per cent under the 
old regime. The minimum tax payable, with no excess 
profits and no dividend payment, will be 50 per cent, 
against 52.75 per cent. 


This is the simplest case, The next example is where 
the full 30 per cent EPL is payable. The following table 
shows the calculations, on the limiting assumptions of 
full distribution and nil distribution :— 


EXAamPLeE II]—Standard Profits ........... 100-0 
, Chargeable Profits .......... 200-0 
(a) Full Distribution 

SRONIO TOK 3 oo uss beret 95-0 
Undistributed Profits Tax ........ 5-0 

EPL (30% of 100) .2..6..05.05. 30-0 
Distributed Profits Tax .......... 15°5 

(15% of gross dividend of 103-8) 
Net Givinene 705 i.0 se fai oe 54-5 


(103-8 gross Jess tax at 9s. 6d) 


200-0 
Total Tax payable ............... 145-5 = 72-75% 
Total Tax hitherto payable ....... 66-25% 
(6) Nil Distribution 
TROON BO ss oo vs Cavawnc cea 95-0 
Undistributed Profits Tax ........ 5-0 
8g PEE eee Ty re ar SRO Oe 30-0 


Total Tax payable 


ee ewe eee ewe ewe 


65-0 % 
Total Tax hitherto payable’ ...... j 52-75% 
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Banking with Barclays 


A banker’s work 


touches life at an extraordinarily large number of 

“S points and in the nature of things he must in his 
SSS working life learn quite a lot about the reason for the 
S success or failure of people in every form of business. His 
experience can be of great use te others embarking on 

a particular venture, and if you are launching out in 
uncharted seas it will almost certainly be a good thing 

to have a chat with one of our managers. He will 

tell you of the ways in which Barclays can help. 


BARCLAYS BANK LIMITED 


Centred where thrift 

and reliability are 

national characteristics, 
the 


é 
Scottish 


BUILDING 


Amicable 


sO CtetT ¥ 


is the soundest possible 
Anchor for investment 
at 24% income tax paid 


President: LORD INVERCLYDE. Vice President: 
LORD  ALNESS. Trustees: JOHN CAMERON, 
D.S.C., QC. and SIR STANLEY ROUS, C.8.£. Chairman 
and Managing Director: WM. S. ALLISON, D.L., iP. 


Assets £18,340,000 


~ 


Fuller information from 


AMICABLE HOUSE, GEORGE STREET, EDINBURGH 2. 
or at any of the branches throughout Britain, 








Spotlight on Australia 


To meet the requirements of those contemplating business or 
manufacture in Australia, two booklets have been issued by the 
Australia and New Zealand Bank Limited. 
“Industrial Australia” —containing authoritative information 
on industrie] resources, markets, labour and finance. 
“Company Formation in Australia”—a general guide to 
Company Law, with notes on current taxation. 
Copies of these booklets will gladly be sent on request. 


AUSTRALIA AND NEW ZEALAND 
BANK LIMITED 


n which are merged 
The Bank of Australasia Lininad and The Union Bank of Australia Limited 


Head Office: 71 Coren London, E.C.3, 
Telephone: Avenue 1281, 


Branch Omni in London 
Threadneedle pipet, E.C.2. 
263 Strand, W.C 
6 Albemarle fae Piccadilly, W.1. 





















S) STRENGTH 
AND INTEGRITY 


Friendly contact with each customer 
is synonymous with the banking house 
of Glyn, Mills & Co. No matter 
whether it is a private customer or a 
large concern, this bank still preserves 
the personal touch. It also provides 
a completely modern banking service, 
one that has earned a reputation for 
Strength and integrity throughout the 
world, 


GLYN, MILLS & CO. 


BANKERS 
HEAD OFFICE: 67 LOMBARD STREET, 
LONDON, E.C.3 


Associated Banks: 
Royal Bank of Scotland, Williams Deacon’s Bank Ltd. 








cements eR LRAT EE La CCITT ie RCN ea epee eaneaairile in eliee ts semenentaincleaveniaagalaeainen emanate ee ee eeagannnatans sageemnmeaeenee eam 


rapidly developing economy. 


- ESTABLISHED 1817 


CANADA 


3rd greatest trading nation 


Many British firms are already sharing in Canada’s 


Fer the fullest 


information concerning trading conditions, market- 
ing opportunities, import-export regulations, etc., 
you are cordially invited to ‘consult Canada’s 
oldest bank. 


BANK OF MONTREAL 


47 Threadneedle Street, London, E.C.2 


Head Office: MONTREAL 


Gver 570 branches throughout Canada 


Assets exceed $2,000,000,000 


incorporated in Canada in 1817 with Limited Liability 


TS ABOUT AUSTRALIA 


OVER 


8.000.000 


POPULATION 


During the last four years, Australia’s population 
has increased by 63°, with a. consequent expan- 
sion of primary and secondary industries. 
To prospective ,settlers and to companies which 
wish to establish themselves in Australia the 
jank of New South Wales can give, helpful 
advice. 


Ask your bankers to consult and use— 


BANK OF 
NEW SOUTH WALES 


LONDON OFFICES: 29 Threadneedle Street, E.C.2, 
and 47 Berkeley Square, W.! 


(CNCORPORATED IS NEW SOUTH WALES WITH LIMITED LIABILITY) 





GBS5102E 


HEAD OFFICE, SYDNEY, AUSTRALIA 


| 


| 
| 
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With the best will in the world 


.««. your friend may find himself prevented, through 
ill health or other circumstances beyond his control, 
from discharging his duties as your executor. 

The appointment of Lloyds Bank as your executor will 
ensure the prompt and efficient administration of your 
estate. Ask the Manager of any branch for a booklet 


describing the Bank’s executor arid trustee services. 


Let LLOYDS BANK 
. 


look after your interests 








Would they give 
your wife your job? 


Could she earn what you are earning now, or 
will earn in the future? Could she maintain the same standards, 
and perhaps bring up a family, single-handed? If not—what 
happens in the event of your premature death? 





The right sort of life policy will save you all 
this anxiety — and some income tax as well. Should you die 
before retirement age, your wife would receive a series of 
capital payments. The same policy will provide you with 
a Personal Pension when you are ready to retire. For details 
post this coupon to: 


The Scottish Mutual 


Assurance Society Ltd. 
Dept. N, 109 St. Vincent Street, Glasgow, C.2. 


N 


‘Please send me without obligation details of your 
advertised scheme :— 


NAME. 
ADDRESS _ 
DATE OF BIRTH 


eens titers 








1A LEAS I AON NR ASEAN IN: A REESE SENOS SENSIS ASSASSINS 
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This example shows the effect of EPL in depleting 
net dividends, where a full distribution is made; and in 
Gepleting reserves where no distribution is made. In 
practice, cases will lie between the two extremes. But in 
the first case, tax will in future absorb 72.75 per cent 
cf total profits, against the maximum rate of 66.25 -per 
cent hitherto ; and in ‘the second case, the ret residue 
for reserves, after tax, will be reduced from 47.25 per 
cent to 3§ per cent of total profits. 


* 


The third case illustrates the effect of the maximum 
levy of 18 per cent on total profits, again on the two 
essumptions of full and nil distributions :— 


EXAMPLE I] ]—Standard Profits ......i.... 100-0 
Chargeable Profits ......... 308-0 

(a) Full Distrabution 
Fcc os okie os os Bs owe 142:5 
Undistributed Profits Tax ........ 7-5 
EPL (18% of 30@)2.....-........ 54-0 
Distributed Profits Tax............ 21-4 


(15% of gross dividend ef) 
Net divmes i fends esse ees 74-6 
(142-1 gross Jess tax at 9s. 6d.) 


300-0 
Total Tax payable ...........2008 225°4 = 75-1 % 
Total Tax hitherto payable ....... 66-25% 
(b) Nil, Distribution 
IcGmhe: FAR io whi ok eRe dS 24 oeks 142-5 
Undistributed Profits Tax ........ 7-5 
PEs as Fue oe aS en SE 54-0 
Total Tax payable. 5... 6s sees 204-0 = 68% 
Tetal Tax hitherto payable ....,.. 52-75% 


On a full distribution, with EPL at maximum rate, 
total tax absorbs 75.1 per cent of profits, leaving 24.9 
per cent for net dividends, against 33.75 under income 
tax and the old profits tax.. On a nil distribution total 
taxes absorb 68 per cent, against §2.75 per cent under 
the old order, resulting ip a net loss to reserves of no 
less than 1§.2§ per cent of total profits. 


These exercises could be multiplied to suit any com- 





663 
bination of circumstances... They lead to the summary 
conclusion that for every 100 above standard profits 
liable to EPL at 30 per cent, 80 is paid in tax with a nil 
distribution, and 84} on a full distribution ; for every 
100 liable to EPL under the 18 per cent rule, 75.1 is 
paid in tax on a full distribution, and 68 assuming a nil 
distribution. Thus the incidence of total tax on marginal 
increments of profit is high in both cases, and particularly 
so at all stages until chargeable profits exceed two and 
a half times standard profits. It may assist in the working 
out of sums for individual cases to point out that the divi- 
sion of the residue of profits after income tax, undistri- 
buted profits tax and EPL have been deducted from the 
total involves the grossing up of the net dividend to be 
distributed, since the 15 per cent additional profits tax on 
the distribution has to be based on the dividend before 
allowing for income tax. Where x is the net dividend to 
be distributed, the 15 per cent profits tax represents 
0.15x multiplied by 1.93 (i.e. 40 divided by 21, to gross 
up the net.payment). It will be found that the 15 per cent 
profits tax will be equal to two-sevenths of the net 
dividend. 


* 


These formal exercises may point the way towards an 
assessment of the effects of the new EPL. But their 
detailed application must needs be a fairly prolonged 
task. There is no conclusion immediately applicable to 
the ordinary share market save one ; EPL does involve 
a depletion of industrial reserves that is, paradoxically, 
proportionately heavier (as compared with the old 
regime) in those cases where no distribution of dividends 
is made than is the case where a full distribution is made. 
The difference at the margin (again assuming full dis- 
tribution) is no more than 44 per cent of profits under 


‘the 30 per cent rate, and 7.1 per cent under the 18 per 


cent rate.. Growth is taxed less severely under the Chan- 
cellor’s new EPL than it would have been under all 
previous examples of excess profits taxation. That is an 
important mark on the credit side. 


Income Tax Changes 


Mr BUTLER’S income tax changes justify the claim he 
made that they were designed to make radical changes in 
the incidence of income tax and to lighten the burden, 
particularly on extra earnings. He demonstrated that the 
income tax suffers from three major defects: the starting 
point of liability was too low ; the rates were too high ; 
and the graduation was too steep. By changes in the 
personal allowances and earned income relief Mr Butler 
has sought to answer the first objection, ‘and will exempt 
two million people from tax. The single allowance is 
taised from {110 to £120, the married allowance from 
£190 to £210, and the:child allowance from £70 to £85. 
The earned income allowance is raised from one-fifth to 
two-ninths subject to a limit of tax on £450 (cotrespond- 
ing to maximum relief at £2,025) against £400. This 
has the effect of reducing the average rate of tax, though 
it imparts no additional incentive beyond the maximum 
limit, and results in a particularly sharp increase in the 
effective rate of income tax and surtax when the maximum 
point is passed. 


The graduation at the lower ‘end of the scale is to be 
made much smoother by the revision of the reduced rate 


areas that Mr Butler proposes. Hitherto, the first {50 
of taxable income has been charged at 3s. in the {, the 
next {£200 at 5s. 6d. and the rest 9s. 6d. In future, the 
first {100 will be charged at 3s., the next £150 at-5s. 6d. 
the next {150 at 7s. 6d. and the balance at the standard 
rate of gs. 6d. This will mean that the married man with 
two children will not begin to pay tax at the full rate 
until he is earning {£1,000 a year. The Chancellor 
claimed that by this method he would provide an incen- 
tive to longer and harder work, reducing the effective 
rate of tax on earned income, including overtime. In 
all, these reliefs will cost £180 million in the current 
year, and, will be made effective in PAYE computations 
after June 8th; the full year cost is put at £228 million. 


The Chancellor deserves praise for a measure of 
assistance to those living on small fixed incomes. Pensions 
already qualify for earned income relief ; but small fixed 
incomes did not and this caused particular hardship in 
cases where the taxpayer had not qualified for age relief 
at 65. . All incomes below {£250 will in future qualify 
for earned income relief of two-ninths, whether earned 
or not. 
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Purchase Tax and the ‘‘D’’ Scheme 


THE proposed changes in purchase tax on goods pro- 
duced under utility schemes and hitherto tax free are 
not expected to make any difference to the total yield of 
the tax, but they are hkely to have far-reaching con- 
sequences in other directions. They follow closely the 
lines recommended in the Douglas report on the econo- 
mic effects of purchase tax for industries with utility 
schemes. This report was fully discussed in The 
Economist of March 1st. It was concerned with the 
clothing, textiles and furniture industries ; but furniture 
is specifically excluded from the Budget proposals. ‘The 
liability to purchase tax of the products of these industries 
previously depended upon whether or not they conformed 
to utility specifications and could be sold within maxi- 


mum utility prices. Goods that met both these conditions ° 


were free of purchase tax (or in a few cases were taxed 
at a much lower rate) ; those that did not satisfy the two 
conditions were taxed at the full rate. 


The Budget proposals leave all but one of the rates of | 


tax unchanged but they entirely change the basis ori which 
these rates are levied. The rate on piece goods remains 
at 66% and on other articles at 334 per cent, but the rate 
of tax on fur trimmed coats is reduced from 100 per cent 
to 334 per cent, while utility furs are now taxed at 100 
per cemt instead of 334 per cent. In future all clothing and 
textiles will be free of tax so long as their wholesale price 
does not exceed a certain datum limit, and utility speci- 
fications will no longer be employed. When the goods 
exceed these datum wholesale prices, they will attract 
purchase tax, not on their entire wholesale price as at 
present, but only on. the excess of that price above the 
tax-free limit. 


The President of the Board of Trade announced late ~ 


on Thursday that the utility specifications and the maxi- 
mum prices for these goods would be dropped, although 
price control would be kept on nylon stockings which 
must be one of the few commodities still generally sold 
at, and not well beneath, maximum permitted prices. 
The trade associations have undertaken to work out 
quality specifications to replace the old utility mark but 
Mr Thorneycroft made it clear that the use of any new 
quality sign would have no bearing on whether or not 
any given article was liable to purchase tax. The general 
impression is that these schemes are fairly far advanced. 
The utility scheme for the furniture industry remains 
unaltered, as does the method of levying purchase tax on 
furniture. The justification for this is that the scheme 
still serves to guarantee a minimum standard of quality 
in goods where structural defects can so easily be con- 
cealed. It is clear, however, that the utility furniture 
scheme cannot continue indefinitely. 

The tax-free datum prices have been fixed for each class 
of goods in the way suggested by the Douglas Committee 
which decided, after studying evidence on consumer 
spending collected by the Government’s Social. Survey, 
that if the division between taxed and tax-free goods 
should result in half the purchases being taxed and the 
other half untaxed, then, at existing rates of purchase tax, 
these goods would bring in the same revenue as in 
1950-51, This was £83 million. Presumably there is 
sufficient corroborative evidence within the Govern- 
ment’s departments to cross-check the accuracy of the 
calculations, and to justify the choosing of the tax-free 
limits that have now been fixed. 


. explains why shoes would 


Ss 


The new scheme is a big advance on existing methods. 
It removes two of the major objections to the utility 
schemes— that they discriminated inst foreign 
imports (which are now to be rigidly curtailed) and that 
they prevented the sale of better quality goods at prices 
just above the top utility prices. It also gets rid of the 
irritating anomalies created by the utility schemes and 
will be far more simple to administer. There are more 
than 1,000 specifications for cloth in operation. For these 
the new schedule will substitute only three: class “A” 
covering wool and wool mixtures; class “B” 
covering all non-wool cloth, including silk, nylon, oil- 
cloth and plastic sheeting (all of which are outside the 
utility schemes) ; and class “ C,” which will occasionally 
be used to distinguish linen from other non-wool cloths. 
The articles themselves are grouped into broad cate- 
gories, with a maximum tax-free wholesale price fixed 
according to the class of cloth used. 


‘Until the prices below which goods will be free of 
tax had been announced, it was not possible to deduce 
the effects of such a scheme on retail prices. In many 
cases these tax-free limits are less than half the present 
utility ceiling prices. The accompanying table shows the 
amount of tax which certain top-quality utility goods 
will now bear. The tax-free limit is in each case a whole- 
sale price ; to convert this into a presumed top retail 
price for tax-free goods it is necessary to add to it an 
approximate retail margin of 30 per cent on men’s 
clothes and 334 per cent on women’s clothes. 


Prick CHANGES UNpER THE “D” ScnHEemME’ 
































Maximum Tax Free Tax | New 
ma) ne | a D Price 
Whole- Whole- under | of same 
sale | Retail | “sate | Retaile Scheme | “goods 
‘ | s 4 a@dledtia° aise dia 42 
Women’s suit, 2-piece ....... 198 9) 265 0/120 0; 160 0} 4% 3) 291 3 
és woollen dress ...... 130 10 | 174 5} 75 0} 100 0} 18 7/193 6 
cotton dress ....... | 64 4; 8 9) 4 0; 53 4 8 1} 9310 
WON is ove detvcas 7 1° 102 9; 37 6 | 60 0; 13 2/115 ll 
Men’s suit, S-piece ......... | 224 1! 289 2) 146 0| 18910! 26 0} 315 2 
» Shirt (double-fronted, 2) ° 
COON oo kk SS ay 27 | 3 6} 19:3) 3 1 2-9/| 38 3 
Sih padvetebicee 8 6* 115 0; 4 O!| 52 0 %6.62/ 1351 2 
Piece-goods : 
4 (per | sq. yd. ( ) 
WVOUE TOON sc db hans whee 27 0 SS 4 46 se a | 86@ 4| #4 4 
Rayon cloth ..........00: 7 7| 40 5 4 2 4; 1210 
Cotton dress cloth ........ 8 2; 10 3 4 0 5 4 29; 13-0 
oe ngs - *Estimated, aS 





The figures show that the burden of the new tax will 
vary widely over the present utility field and in some 
cases may be unexpectedly heavy. 3 
This is because the proportion of utility deliveries 
varies from one industry to another ; where the utility 
maximum was high, the tax-free limit has to be set very 
low if it is to exclude half the number of purchases. To 
take one example, utility shoes have in the last year or 
so comprised 98 per cent of home deliveries ;~ this 
appear to attract a higher pro- 
portion of tax under the “D™” scheme than men’s or 
women’s suits, The tax-free limit for piece-goods also 
appears low in relation to today’s top utility prices because 
87 per cent of the wool cloth deliveries are utility. But the 
roportion of goods made at these maximum utility prices 
small and though they are tax free they have been 
hard to sell. The bulk of. utility production today is 


% 
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probably of goods at prices more in the region of the 
new tax-free limits. For example, cotton gaberdine, 
retailing at 24s. 5d. a yard, is among the most expensive 
utility cotton cloths. It will now attract tos. tax. But 
the average retail price for the majority of utility cottons 
is about §s. 8d. a yard, with a wholesale price of 4s. §d., 
only §d. above the tax-free limit. In future the 
average cloth in this category would attract no more 
than 3d. a yard purchase tax. The effect on retail prices 
will therefore not be marked except for goods near the 
top utility, prices. 

As a result, the initial effect of the scheme may well 
be to divide production into four distinct classes. At the 
bottom will be the goods that, remain tax-free: Second 
will come those utility goods, hitherto tax free, that 
now become liable to tax. This will deprive them of the 
competitive advantage they have enjoyed over the 
third category of goods, the non-utility articles of medium 
quality that are now ranked for tax on their full 
wholesale price but will in future be assessed on that 
price less the tax free limit. : These are the goods in the 
“ blind spot,” many of which are suitable for export but 
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have been taken out of production because they could 
not sell at home in competition with the best quality 
tax-free utility goods: and the budget will perhaps 
encourage production of such goods more than it does of 
any other class. There is, however, an impression in the 
textile centres that too strong a case has been made 
out for these goods at the expense of the fourth category, 
the highest quality goods, in the price of which the 
budget affords no noticeable reduction. Quality goods 
form the spearhead of those British textile exports, par- 
ticularly in the dollar markets, that reform of the utility 
schemes was partly designed to help; and such goods 
might have expected to receive at least equal treatment 
with goods of medium quality. That they do not is un- 
doubtedly the main weakness of the budget proposals on 
purchase tax, but one that could only be corrected by a 
reduction in the rate of tax. Since the tax-free limits have 
had to be set so low in order to maintain revenue at 
existing levels, it is perhaps understandable that the 
Chancellor did not feel prepared to take the risk involved 
at this stage in setting the limits even lower in order to 
reduce the tax rates. 


Cut in the Subsidies 


Mr BuTLer has not shirked the task of tackling the food 
subsidies. He has fixed the new limit at £250 million ; 
the old one which has been in force for two years was 
£410 million so that the Exchequer will save some 
£160 million. But the burden to be passed on to the 
consumer in the form of higher prices will be larger, 
because the Ministry of Food’s purchase prices have 
risen. As an article on page 572 of last week’s issue 
pointed out, if retail food prices were kept at their 
current level the annual subsidy bill would have risen 
to £460 million: Hence some {210 million is now to be 
passed on to the consumer in higher prices. The increase 
in weekly expenditure on rationed foods was estimated 
by the Chancellor to average 1s: 6d. per person. The 
effect on the interim index of retail prices will be to raise 
it by about three points, and the rise will probably be 
slightly more in the new index to be introduced shortly 
because food (and in particular subsidised food) has a 
higher weighting than in the old index. 


All rationed foods are apparently to share in the price 
increases but bread and flour, milk and meat—the three 
largest items of the subsidy bill—will be most affected. 
The retail price of a 17 Ib loaf will rise from 6d. to 74d. 
and flour from 4d. a lb to §4d®; in each case the subsidy 
is halved and the total saving will be about £45 million. 
Milk is to go up by 1d. @ quart ; this is to be done by 
not making the ‘seasonal reduction of 1d. a quart in the 
spring and by raising the price by a penny in the late 
summer. Again the subsidy is almost halved (unless 
farmers are given higher prices under the annual price 
review now under negotiation), and the Exchequer will 
save £30 million. The-price of meat is to be increased 
by 4d. a lb ; the average subsidy for the whole of 1951-52 
was 33d. a lb, but it was lower in the first part of the 
year. _ If no further increases in prices have to be paid 
to home and overseas suppliers, the meat subsidy would 
be abolished, though the Chancellor did not specifically 
mention this point. The Ministry apparently expects to 

total 


pay slightly more for home-produced meat and the 
cost of the subsidy on meat might fall from £47 million 


to, say, £7 million, saving the Exchequer £40 million. 
The subsidy on tea is to be abolished. The retail price 
will rise by about 8d. a Ib to 4s. 4d., yielding a net saving 
of £15 million. These four items together reduce the 
annual subsidy bill by £130 million. The further 
£80 million is to come from the other subsidies, details 
of which are to be announced later. 

The annual cost of the subsidies on margarine, cooking 
fat, butter, cheese, eggs, bacon and sugar amounted to a 
little over £150 million in 1951-52. If these subsidies 
were halved, some £75 million would be saved. It may 
well be that the subsidies on butter, eggs and sugar will 
be reduced by more than §0 per cent and those on cheese, 
margarine and bacon by less. By such changes the 
Government could save the required £80 million for an 
increase in weekly expenditure of §d. The higher prices 
of bread and flour would add 44d. to the public’s weekly 
food bill ; milk 2d., meat 24d. and tea 1d., making a total 
of 1s. 3d. at current ration scales. ‘The fact that the 
Chancellor estimated the increase at Is. 6d. would suggest 
that rations will be increased in the coming months 
rather than reduced. But the important thing that the 
Ministry of Fdod must consider in adjusting the retail 
prices is that it does not make a profit on imported 
supplies to mask the actual subsidy paid to home farmers. 

Exactly half of the £160 million saved from these indis- 
criminate subsidies is to be given back to the needy. 


- The largest single hand-out from the Exchequer—{37 


million in a full year—will go to increase family allow- 
ances, from 5s. a week for each child after the first to 8s. 
Another large segment may gé to National Assistance 
payments, the ultimate protection for all who slip through 
the mesh of the existing social security system into real 
want. The new rates here have not yet been decided but 
the National Assistance Board may be expected to take 
into account the Government’s new yardstick, that the 
country can afford—and ought now to afford—32s. 6d. 
a week for a single person and 54s. a week for a married 
couple in uniform benefits under the National Insurance 








s 


666 


The increases. in National. Insurance benefits them- 
selves will be initially financed by increases in the weekly 
contributions of both employers and employees, by about 
74d. a week for men: and 54d. a week for women. These 
figures, however, are apparently not yet “hard” esti- 
mates as the levels for benefits, particularly old age 
pensions, are not yet decided upon. The Chancellor 
indicated some doubt about whether the present system 
of differential pensions for those over and under 70 was 
the best method to induce people over 65 to stay at work. 
The Minister of. National Insurance is to discuss this 
point with the trade unions and other interested parties. 
Since an increase in insurance contributions leads to a 
fail in income tax receipts, the public authorities’ surplus 
as a whole is likely to lose about £10 million even in the 
early years of the new scheme—once it goes through. 


The Government also proposes to raise industrial 
injury benefits from 45s. to §5§s. a week, with appro- 
priate increases for widows ; this will cost £3 million a 
year—but some of the strain may be taken by a small 
increase in weekly contributions. The standard basic rate 
for war pensions will also go up from 45s. to $5s. a week 
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for the- totally disabled, with pro rata increases for the 
partially disabled and some increases for war widows. 
These improvements will cost £10 million a year. 
Finally public service pensioners—tetired civil servants, 
school teachers, policemen, long-service soldiers, and so 
on—will also get an overdue increase. The amounts con- 
cerned are not yet decided upon, but they do not seem 
likely to be big—Mr Butler believes that they should no: 
exceed {20 a year. 


In all, these reliefs for the needy will cost £80 million 
in a full year—though they will cost more later as the 
number of old age pensioners increases. In view of the 
time needed for the introduction of legislation, the cos: 
in this financial year will be substantially less—but then 
the saving in the food subsidies vgjl also not become 
immediately effective. The net saving from the re-align- 
ment of social services as a whole will therefore be £80 
million even in 1952-53. To have achieved this while 
still making the really poor less poor is an accomplish- 
ment that calls for congratulation, but also for the reflec- 
tion that such a reform should have been carried through 
by any professed “ social welfare” government long ago. 


Other Tax Changes 


Petrol 


For the third year in succession, duty on motor fuels 
goes up: this year from 1s. 10}d. to 2s. 6d. a gallon 
for motor spirit and other light oils and for diesel oil 
used in road vehicles. This brings the price of motor 
spirit to 4s.. 23d.-4s. 3}d. a gallon according to zone, 
and that of “derv ” fuel to 3s. 94d.-3s. 93d. a gallon 
(since this fuel is sold only wholesale, a comparable price 
for motor spirit would be about 3s. 114d. a gallon). This 
constitutes the largest increase in revenue during 1952- 
53 in the budget proposals ; having been imposed from 
the evening of budget day, it will be in force for a few 
weeks of the old financial year, and is estimated to yield 
£63,500,000 in 1952-53. Since the current rate of duty 
was expected to yield {§ million more in 1952-53 than 
the £200 million expected in 1951-52, total receipts from 
oil duties in the coming financial year are put at 
£271 million. 

The bulk of this increased burden will be borne by 
industrial road users. Buses and coaches consume just 
under a million tons of motor fuels a year; three-quarters 
of it diesel oil ; this means that-about £8 million a year 
of the increase will fall upon public transport, to be met 
from economies or profits or passed on direct to, the 
public. About {£22 million a year may be paid by goods 
vehicles, which consume more than two million tons 
of motor spirit a year, and more than 300,000 tons of 
“derv ” fuel. On the basis of estimates of petrol con- 
sumption, about £20 million will be paid by car users ; 
unofficial estimates of the proportions of car mileage 
chargeable to business purposes suggest that {£15 million 
or more of this sum, too, may count as an addition to 
the transport costs of industry. 


Motorists for pleasure alone, therefore, may contribute 
no more than 10 per cent of the increased duty on petrol. 
Their share of the change made by the Chancellor in 
equalising car duty at {12 10s. a year for all private 
cars (which will come into force on January 1, 1953, 


and will cost the Exchequer £850,000 in 1952-53 
and {1,300,000 in a full year) may, however, be more 
generous. They own perhaps 25 per cent of all 
cars registered and presumably a somewhat greater 
proportion of the prewar cars still ing, since’ most 
of the 750,000 cars delivered to the home market since 
the war have gone to business users. The smallest of 
these .prewar cars will incur an increase in vehicle duty, 
as will cars registered since 1947 ; but motorists running 
the -higher-powered cars registered earlier, and stil! 
paying 25s. per horsepower, will from the beginning of 
next year receive some relief to offset their higher fuel 
costs. Removal of this anomaly—which in time, of 
course, would have disappeared of itself—is a small 
measure, but it does end a discrimination against this 
class of motorist that the small margin of revehue involved 
could never sufficiently justify. 


* 


Mr Butler made no reference to a more important 
anomaly in this group of duties. tons 
or more a year of the motor spirit and light oils that fall 
within the category affected by the increased duty, and 
bear perhaps {5 million of the £63,500,000 increase, is 
consumed for purposes not connected with road trans- 
port—in agricultural tractors driven on petrol, in civil 
aviation, and as solvents in a wide variety of industries. 
Certain Conservative members, in opposition, have in 
earlier years argued the case for exemption of these con- 
sumers, but Mr Butler has followed Labour Chancellors 
in refusing to accede to such a plea. He also decided 
against suggestions that “derv” fuel might be given 
preferential treatment in any increase in motor fuel duty. 
Such preference is fairly common in other countries upon 
the ground that increases in the cost of this fuel, used 
predominantly in public service vehicles, are passed on 
to the final consumer more quickly than increases in other 
transport costs. London Transport, for 
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to the Central T Consultative Committee, 
estimates that the budget will add more than {1 million 
a year to its diesel fuel costs. 


* * * 
Postal Charges 


Higher charges for the telephone service will make up 
most of the extra revenue required to balance the 
accounts of the Post Office, which at existing rates 
estimates its cash deficit for 1952-53 at £14,000,000. 
The present surcharges of 15 per cent on rentals 
are raised to §0 per cent (which in London will 
mean a rental of £8 a year for private subscribers com- 
pared with £6 today); the number of local calls allowed 
free is reduced from 100 q half-year to 50 ; and charges 
for connection, transfer and removal are also increased. 
These increases take effect from July 1st ; they will yield 
£5,775,000 in 19§2-53 and £9,415,000 in a fuil year. 
Rates of postage for excess-weight letters in Britain are 
increased, as are those for ali airmail letters and packets 
except “ Air Letters,” and postal registration fees. ‘These 
increases take effect on May ist, and together with a rise 
in the scale of charges on postal orders from July 1st, 
should yield £3,630,000 in 1952-53 and {4,180,000 in 
a full year. Increases in the charges for private telegraph 
and telephone services supplied by the Post Office will 
yield £230,000 in 1952-53 against £200,000 in a full 
year ; these rentals are largely paid in advance, and the 
increases are to be applied in respect of bills for 1952-53 
paid before the beginning of that financial year. 


* * : * 
Entertainments Duty 


The outcome of the review of Entertainments Duty 
bequeathed to Mr Butler by his predecessor is the 
introduction of an entirely new scale of duty for 
admission to sporting events, pitched rather lower than 
halfway between the present reduced rate that applies 
to the theatre, music-hall and other “live” entertain- 
ment and the full rate that will now apply to the cinema 
almost alone. This innovation is a duty of 14d. on the 
first 1s. 14d. charged for admission to sporting events of 
all kinds, with 4d. duty on every penny or part of a penny 
above 1s. 14d. Its effect may be judged by an example: 
a 2s. seat in the theatre will bear 2d. in duty, at a sporting 
event 43d. in duty, and in the cinema, still, 103d. in duty. 
Duty on racing will come down to this new level on 
March 30th; and that on football, cricket and other 
sports will be raised to it on August 31st. The change 
will cost about £500,000 in 1952-53 against £250,000 
in a full year, because the reductions thus precede the 
increases. It can be inferred that racing of all kinds, 
which paid duty amounting to nearly £3,500,000 in 
1950-51, and probably more ‘in 1951-52, will receive a 
concession worth £850,000 in a full year ; while football 
and cricket, and all other sports bearing the higher rate— 
which paid ‘about £900,000 in duty in 1950-51—may 
have to contribute nearly £600,000 a year more. Football 
can presumably pass on this increase in costs per admis- 
sion without much apprehension, though some other 
sports may do so with less confidence that attendance will 


remain unaffected ; certain of the more fortunate racing 


promoters have undertaken to pass on to their customers 
also at least some part of the amount they save in duty. 


_ The review has thus regularised one of the illogicali- 
ties of this duty. Equal treatment for all sports, instead 





667 


of lumping some with the cinema and some with the 
Stage, probably justifies introducing yet a fourth class 
into the official evaluation of entertainment. The 
favourite class of duty-free “ cultural activities,” how- 
ever, is to lose one interloper ; the Treasury has taken 
the opportunity to screw up a loose definition by reason 
of which music-hall and variety entertainment on 


occasion slipped into the “educational” reserved 
compartment. 


It is sutprising that no action has been taken about the 
particular part of the Entertainments Duty over which 
the whole argument for a review was put forward. The 
awkward scale of cinema duty, which makes. it 
impracticable to charge some of the prices for seats that 
are preferred by both exhibitors and their patrons, 
remains unaltered. It is true that the cinema trade 
presented Mr Butler with a readymade excuse for turning 
down the proposals for a better-designed. scale of duty 
that it had put before him. The more evenly graduated 
scale of duty that it proposed would have cost the 
Exchequer some £5,500,000 a year; it is not easy to 
accept at face value the trade’s convenient assumption 
that no improved scale could be devised without a cut in 
the duty. Some part of this saving in duty by exhibitors 
might have been paid out in the hire of American films, 
though not necessarily remitted in dollars. No doubt, 
however, it was easier for the Treasury to reject these 
proposals as impracticably expensive than to devise a 
better scale that might hardly alter the yield of duty. 
But the anomalies remain: and not even the clumsy 
advocacy of the cinema trade will forever serve to obscure 


the fact that it has a fairly good case for wanting them 
removed. 


* * * 
Betting 
The amount that will be saved by the slight alteration 


_ Mr Butler has made in betting tax is negligible ; but it 


will stop a loophole in the existing law governing 
gambling on football. Certain bookmakers had been 
trying out a system known as “ variable fixed odds,” by 
which they quoted fixed odds but retained the right to 
reduce those odds if more than a given proportion of 
gamblers won. This quite legally combined the freedom 
from tax of ordinary betting at fixed odds on football 
(which is to remain tax-free) with the protection from risk 
enjoyed by promoters of pools, who are taxed at the rate 
of 30 per cent. In future, such hybrid betting frans- 
actions will rank for duty. 













Commercial History and Review 
of 1951 


This week’s issue of the Records and Statistics Supplement 
to The Economist includes the second part of the Commercial 
History and Review of 1951—the 89th of the series which 

in 1863. 
art I provided a general review of British economic 
developments last year, and special articles on finance, 
investment, overseas trade and agriculture. Part Ii. con- 
tains articles on all important British industries, and Part 
III, consisting of overseas economic reports, will appear 


in April. 

The Records and Statistics supplement is obtainable by 
subscription only, at £2 10s. a year ; a combined subscription 
10 The Economist and Records and Statistics costs £5 a year. 
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Business Notes 


Break in Markets 


Beyond doubt, the big impact upon the stock markets 
this week has come, not from the budget, but from the 
increase in Bank rate. Even among the banks and the 
discount market, few people had been looking for a further 
immediate turn of the money screw, and no one was prepared 
for so sharp a tightening as the increase in Bank rate from 
24 per cent to 4 per cent. Inthe early reactions in the 
markets, the violence of this movement overshadowed all 
other considerations, not excluding the new Excess Profits 
Levy—txcept that flags were hoisted in the brewery share 
market at the absence of change in the beer duty. But when 
the City’s view of the budget did become separately dis- 
cernible, it was very evident that the judgment of many 
people was still clouded by relief at the Chancellor’s leniency 
instead of the severity that had been feared. Only the 
minority were yet taking any clear view of the dangers of the 
raids on capital and of the troubles piled up for 1953 ; but 
the few whose eyes were opened to these aspects of the 
budget were strong in their condemnation, despite their 
welcome to the realism and courage of the cuts in subsidies 
and the swing to monetary policy. 


Inevitably, the shock from dearer money was felt in the 
gilt-edged market most violently among the short bonds, 
although at the outset on Wednesday the whole list was 
marked down almost indiscriminately. 
veloped, the price movements became more selective, and 
at the close the biggest net falls were shown by 2} per cent 
Exchequer Stock 1955 (down 233 at 963), the 1953 and 1954 
Serial Funding stocks (down 214 at 97 and 96 respectively) 
and 2} per cent Funding 1956-61 (down 23 at 893). The 
yield adjustments in the shorts were generally of the order 
of i per cent, and in some instances more than that. At 
the other extreme of the market, the net fall in Consols by 
24 points (to §8) raised the flat yield by 3s. per cent, to 
£4 §s. §d. per cent. By Thursday morning the market was 
recovering its breath, and the feeling was spreading that, in 
the long-term market, the falls might have been overdone. 
Many people are already jumping to conclusion that the 


Gitt Epcrep Gross REDEMPTION YIELDS 


(Per Cent) 
| 


| Jan. 2, } Nov. 7, | Dec. 11, 


Feb. 8, | Mar. 11, | 





Mar. 12, 
1951 1951 1951 1952 1952 1952 
fedifsdlgesdiggnadigsatg sa 

a ee le es 6 7 le 11 l 
voNee WW Bete 0 i e 0 e 2 é 8 Se 16 2e 4 2 Ile 
24% Nat. W. Bds. 51/53, “9 672 1 342 81182 4 OL F 3 5H 3 5108 
13%, Sen Fund Nov.'54 ‘is ae 20912 3:012:.5 2;3 4 7 
a ae ee LAT Le, 114 Te,2 13 4215 9 214 10e 318 Se 
24% Nat. W. Bds. 54/56; > “> “o7 2 0 10/'2 11 110 213 34212 9F3 5111 
23% Exch, Feb."55....,117 0,117 5126 2127712961396 
2 zie 24:82 7 4¢3 4 le 3 1 44510 le 3 B lie 
5% War Loan 55/59 4933 28213 483 2 183 0 814 4 013 4 5I 
so, eotiam Longe 219 Ge 4 5 9514 9 514 lle $16 Me 6 7 5e 
Sav. Bas 2191013 8 2/317 04316 51316 91 319 10! 
oe basins ten 33 81310. 8c 4 4 Ged Si 3e4 8 9c 4 14 100 
, Funding “4'313 84316 724 1 844 11184 3 184 §& 4 

Longs 13 7 S61 6041324 242 22 

si ‘ 1? 225 1 $8 
Oh Soe, BOS 41 5s SU 314 304 2 174 2 814 4 114 7 5h 
y tote Ten Jarry StS 8 9431S Te 4 3 944 Sill 4 6 GAS 9 O80 
3% Brit. Hlec. 74/71 41 3. § 35314 444 11084 2 O14 4 444 6 BF 
ti Jer lea 3 910e 4 lillie 410 944 91le 410112 414 6e 
5% Beit. Trans. 76/885) 3 3 33 $18 314 5 814 411) 4 5 914 8 9f 
eee | we $S1T 104 5 844 4 684-6 464 SB lie 
54% Steel Stk. 79/81 ng a 338 914 4 114 4 164 5 914 8 23 
atin a . ei Te Se 4 & 544 6 744 9 Ie 
5% Bet, Gas WSS 41S B SHSAT ChE 4 414 4 OF 4 5 214 FT GF 
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Undated 

34% War Loan52..../314 7/4 2 2f4 8 4f14 7 9f 4.9 1f4 11 10f 
24%, Consols ......... (310 Of 318 OF 4 2 5f 41 BF 4 2 SF 4 5 Sf 
2% Treas, Stk. 75...) 31 5f/319 77 4 6 If 4 6 1f 4 6 34 8 GF 











(e} Earliest date. (f) Flat. () Latest date, 


As the selling de--- 


next move in Bank rate—long though it may be delayed— 
will be downwards rather than upwards, Though this argu- 
ment takes a great deal for granted, it sufficed to bring in 
some buyers, and Thursday’s closing prices for the longer 
stocks showed perceptible gains. The*shorts, too, recovered 
sharply, but the movement here was entirely due to the 
decision of the banks to reduce by } per cent the new rates 
fixed on Wednesday for call loans to discount houses against 
bond collateral. 


The markets for high-grade equities of course took their 
tone from the gilt-edged market, though the sharpness of 
the first day’s fall certainly owed something to the pre- 
liminary, and very hazy, impression of the new system of 
profits taxation. On Wednesday, the ordinary share index of 
The Financial Times dropped by 3.4 points—easily the 
biggest fall on single day since the vidlent 4.6 drop that 
greeted Mr Gaitskell’s announcement last July of impending 
legal control of dividends. At 109.3, the index was carried 
down to its lowest level since May, 1950, and to over 30 
points below the peak reached last June; on Thursday, 
despite a short-lived-rally, it receded further, to 108.9. 


* * * 


Effects of Four per Cent. ‘ 


The steep increase in Bank rate, which has been followed 
by roughly corresponding adjustments in money and bil! 
rates, has of course had violent effects in Lombard Street, 
since the discount houses have had to face severe losses on 
their portfolios of both short bonds and bills. The big 
banks, too, are ruefully computing the effects on their 
profit and loss accounts ; as Mr Ralph Assheton, a director 
of the National Provincial Bank, said in Wednesday’s debate, 
“if the bankers succeed in breaking even:as a result of the 
Bank rate going up, they will be very pleased indeed ”— 
and this, evidently, before taking account of the impact on 
their investment valuations. 


The key adjustment in the rate structure in response to 
the Bank rate change was an increase in the allowance on 


PRICES OF REPRESENTATIVE, STOCKS 


Jan. June Oct. | | Feb. Mar. 
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Nov. | Dec. | Mar. 
Se) a ee ee ae 
1951 | 1951 | 1951 | 1951 | R951 | 1952 | 1952 | 1952 

| os 

Gilt Edges 
24%, War Bds. 54/56) 103%; 101%) 1029] 102 9% 9A 9% 96} 
244, Exch. 1955 ...| 101R| 100%} 1013} 1012, oof at - 965 
3% Save, Bes 55/65. 10K) 7) 18 | 92) Sind 91p = 9) 
3%, Br. Trans. 73/88 91f) 83§xd 85 oH %hxd) 778) 77 | «743 
24% Treas. Stk. 1975) 70%) 64%) © 65 | oo 594 | xd; 56gxd 
24°, Consols....... 70tkxd| 64§xd' 66 644 6Ojxd' = 6 14 xd) 58ixd 

i } | } 

Industriais | ' 
Ass. Port. Cement £1) 80/- | 109/44 111/3 | 107/6 | 1017/6 | 100/-| 97/6 | 96/10 
Megha es nc 148/1}, 152/6 { 149/44! 143/9 | 127/6 | 117/6 | 125/T#, 115/7 
Brit. Celanese 10s...| 24/—xd) 36/3xd| «42/3 | 38/6xd| 30/-| 27/9| 26/9 | 26/5 
Brit. Oxygen {1....) 89/6 | 100/- | 98/-| 94/6} 81/3, 80/6| 16/6 | . 76/6 
Courtaulds £1... ... | 38/9| 50/6) 51/9 | 49/6xd) 45/14) 42/6| 39/-| 38/5 
Distillers 43. ......| 19/6 | 24/9} 24/-| 22/3| m/6| 19/-| 18/6) 18/- 
Dunlop {1 ....... | $4/9) 61/-| 68/-| 63/9) 60/-| 56/3 | 55/74 55/74 
Ford {1 ........+.| 46/3 | 60/7H} 56/10§) 53/14) 50/-| 47/-| 46/6) 45/6 
Gen. Blectric (1...) 81/3 | 91/6 | 91/6 | 98/6 | 89/6 | 80/- | 16/Sxdi 76/3 
Imp. Chem. {I ....| 42/6 | 53/6 | 54/~ | 51/108 46/104, 42/9| 41/9) 41/- 
Imp. Tobacco £1 .../ 104/44 103/9 | 102/6 | 98/9 92/6 | 87/6 | 85/-xdi 85/- 
PRO Bec ices | 53/6 | 66/6 | 48/6 | 46/6 | 42/6\ 50/-| 49/6| 49/6 
Rolls Royce £1.....| 96/3 |123/lixid 65/- | 60/-xd} §1/3| 51/3 |. 49/4% 48/9 
Turner & Newall £1.|  85/- (101/3xd) 100/7}) 96/3 | 88/9 | 88/1f} 87/6 | 86/3 
Unilever {1......,. | 41/3! 56/3| 57/6 | 53/9) 49/4} 48/9 48/1h 48/1h 
Vickers 41......211 | 36/-| 53/3! s5a/-| 49/6] 44/6) 45/-| 46/-| 45/- 
Woolworth 5s. ..... | 43/3 | 49/6 | 49/- 46/- | 43/3 | 42/-xd) 42/3 40/9 

: i 

Anglo-Iranian fl...| 110/~ | 107/6 | 11/5 |110/—xd), 105/~ | 123/9 | 114/44) 115/- 
Shell Trans: 1... | 91/3 | 85/7h 85/7 


67/~ | 96/3} 98/1 ov'tt 92/6 | 





Ang-Amer. Cpn. 10s.) 135/- | 155/- | 156/3 | 156/3 | 1592/6 | 151/3 | 142/6 | 142/8 
Crown Mines 10s... 1021/3 | 85/~ | 86/1 85/- | 81/3 | 12/8 | 67/6 | 69/6 
Union Cpn. 12s. 6d..| 108) -10§] «10H 10 Axd) 8h % # Sit 
Roan Antelope §s.. + 1/9, 21/9) 14/6 1 13/9 | 15/3 13/9; 13/9 
Financial Times Ord. | 

Share Index ..... | 115-5 | 109-5 


| 40-4 198-3 | Gt-8 | 119-8 | 194-8 | A127 | 
tet tenn nnn inthe 
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deposit accounts (the notice period of which is now 
lengthened from 14 to 21 days) from 7 per cent to 2 per 
cent, a movement accompanied by a precisely similar change 
in the minimum rate charged by the clearing banks for call 
loans to the discount market against Treasury bills. The 
clearing banks’ charge for loans against the security of short 
bonds and bank bills was at first raised to 23 per cent 
(against 14 and 14 per cent respectively), but this steep 
increase was later abated to 2} per cent—partly, it seems, 
after consideration of the particularly heavy burden thrust 
upon the discount market by the break in short bond values. 
The rate charged by the banks and the market to borrowers 
by the discount of three months bank bills was raised by 
the full 14 per cent, to 3 per cent, but the cost to the 
Treasury of borrowing on Treasury bills will be rather less 
than this. Ime the weeks ahead, the actual rate will be 
eoverned partly by the cost of financing the bills on money 
borrowed from the clearing banks (2 per cent) and partly 
by the extent to which the authorities compel the market 
to secure a marginal money supply by formal borrowings at 
the Bank of England (where loans against such bills, for the 
minimum period of seven days, now cost 34 per cent, com- 
pared with 2 per cent previously). 


The effect on the cost of loans and overdrafts from the 
banks is less easy to assess. It will not be governed, as most 
of the recent increases mainly were, by specific official pres- 
sure on the banks to raise their charges. This initiative was 
taken then because bank lending rates for most customers 
were out of touch with the low Bank rate, even after ‘its 
increase to 2} per cent. Now the majority of the initial 
adjustments will be determined automatically by the arrange- 
ments already subsisting between the banks and their cus- 
tomers. A high proportion of personal and business advances 
(as distinct from those to public and semi-public bodies) 
were already made, in terms, at + per cent or I per cent above 
Bank rate, subject to a minimum rate varying according to 
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the class of borrower from 3} per cent to § per cent. Since 
an advance running at the highest of these minimum rates 
is already 1 per cent above the new Bank rate, it will not be 
automatically affected at all. On the other hand, the majority 
of the more credit-worthy borrowers, except the strongest 
of those already paying 43 per cent (subject to a } per cent 
excess over Bank rate), will pay more, most of the increases 
being + per cent or I per cent and a few, perhaps, of 14 per 
cent. The first result, therefore, will be to narrow the spread 
between high and low grade borrowers, and to put many con- 
cerns that have previously been quite strong bargainers on 
the same § per cent footing as the small personal borrower. 
It seems improbdble that this anomaly will endure for long, 
though it was widespread in earlier phases of tight money ; 
some banks, at least, are likely in due course to edge up 
beyond § per cent the rates charged to the least credit-worthy 
of their customers. 


* * * 


The Sterling Area’s Gold 


The latest figure for the gold reserve, which the 
Chancellor announced in the Budget speech, sets the key in 
which the whole tenor of his proposals must be read. That 
reserve stood at $1,770 million at the end of February, having 
fallen by nearly $2,000 million since June, and by $299 
million and $266 million in January and February respec- 
tively. This means that in the first two months of this year 
the run on the reserves reached a fever pitch of $63 million 
a week. In the third quarter of 1951, which looked bad 
enough in all conscience, the loss of reserve amounted to 
$598 million or $46 million a week. In the fourth quarter 
of 1951 the fall swelled to $934 million, which—when pay- 
ments on the United States and Canadian lines of credit are 
omitted—shows an average loss on commercial transactions 





THE CONSOLIDATED MINES SELECTION COMPANY, LIMITED 


ABRIDGED REPORT OF THE DIRECTORS FOR THE YEAR ENDED 3ist DECEMBER, [95I. 





CAPITAL. 


_ The authorised capital was increased during the yeaf from £900,000 to £1,200,000. 
The issued capital remains unchanged at £900,000. 























ACCOUNTS. 
1951 1950 
PROFIT— £ z 
Profit after charging all expenses but before providing for 
SAREE WONG in Sa oi Won de RAL ERROR OLS Ran oecaes 281.920 305,795 
Deduct : Taxation—United Kingdom (and South African) .... 131,083 122,996 
150,837 182,799 
Add : Unappropriated Profits brought forward ........+..2+. 36,581 41,032 
Making a total available for appropriation of ........ee0e+++- 187,418 223,831 
APPROPRIATIONS— 
Deduct : Amount transferred to General Reserve......+.+..+- 25,000 50,000 
162,418 173,831 
Deduct : (Proposed) Dividend of Is. 6d. per stock unit and Bonus 
of Is. Od. per stock unit (less Income Tax) and Directors’ 
Additional Remuneration. .........:00cesseeenccuscssee 128,125 137,250 
Leaving Unappropriated Profits to be carried forward ......... £34,293 £36,581 


The profit for the year of £281,920 is some £24,000 lower than the previous year’s 
figure but is arrived at after writing-off from the book values of certain investments 
a net sum of £32,612. In accordance with past practice, quoted investments are 
shown in the Balance Sheet at cost or market value whichever was the lower. Due 
to the general recession in share values which took place in the latter part of 1951, 
a total amount of £51,614 had to be provided to adjust book values to this basis. 
The book value of one investment had on the other hand to be written-u BY £2,750 
which was credited to Investments Reserve. The net allocation requi of £48,864 
was met by utilising the resultant balance on that reserve of £19,002 and charging 
against profits the £32,612 referred to above. Stockholders will, however, appreciate 
that whilst the method of valuing investments makes this charge ees it has 
little bearing on the overall strength of the Company’s’investment ition for at the 
Gate of the Balance Sheet quoted securities had a market value of £3,288,525 which 
was more than double their book value of £1,534,750. 


The distribution recommended is the same as for last year, viz. : 
is. 6d. per stock unit plus a bonus of Is. Od. per stock unit, It is not proposed to 
=_eee a yr poe 6 Reserve et but << has been allocated 
© General Reserve, thus slightly reducing balance unappropriated profits 
compared with the shown in the Accounts for last year. > : 


The Profit and Loss Account shows income from dividends and interest of 
£249,024, This ts a substantial increase over the £180,000 Directors 
foreshadowed on basis of normal dividends from investments at the end of 


1950 and provided no new revenue producing shares were acquired meantime. The 
comparative figure for 1950 was £284,855 but, as mentioned in the Report for that 
year, this included certain revenue of a non-recurring nature. The present amount 
contains no special items. It includes income frém newly acquired investments and 
also reflects increased dividends from certain companies, in particular from Rhodesian 
Anglo American, Limited. Whilst the dividend income for 1951 can be considered 
satisfactory, your Board wishes to stress that the Company’s revenues from all sources 
must inevitably fluctuate year by year. 


Although the year under review was again unfavourable for share dealing, net 
profits from share realisations, underwriting commissions, etc., showed an improve- 
ment of some £47,000. Income from underwriting continued to be a fruitful source 
of revenue, and given normal trading conditions the Directors feel that this branch 
of the Company's activities can be further and profitably developed. 


After allowing for the dividend and bonus recommended by the Direciors, the 
Balance Sheet shows a surplus of current assets over current liabilities and provisions 
of approximately £127,000. Against this there were contingent liabilities in respect 
of underwriting and other commitments of £297,000. Since the close of the financial 
year, some £68,000 of this amount representing underwriting contracts has bees 
discharged with a smail profit. Of the remainder, £200,000 is the underwriting 
commitment outstanding at the date of the previous Balance Sheet in respect of 
5 per cent. registered unsecured convertible notes of President Steyn Gold Mining 
Company, Limited, which are under option until the 30th April next. 


INVESTMENTS. 


Generally speaking, the pattern of your Company's investments has undergone 
no radical change, though there are some differences. For instance, the Company 
has acquired a substantial interest in Rand Selection Corporation, Limited, an active 
mining finance Company with a consistent record of satisfactory dividends, which 
appears to possess attractive prospects. Investment has also been made in 4} per 
cent. registered unsecured notes of African and European Investment Company, 
Limited. The notes while bearing a useful rate of interest are convertible between 
a 1953, and March, 1955, into ordinary shares of African and European at 

8d. per share. This latter holding accounts in the main for the increase over last 
year in the total of the unquoted investments. 


In the course of the year considerable eon has been made in the development 
of the Orange Free State goldfield, in which your Company has important direct 
and indirect interests. Two of the mines there have now reached production stage, 
others should shortly follow suit, though it will naturally be some while yet before 

mines work up to full scale and profitable production. Thus, though there is 
farther time to wait before your Company can expect to reap the full benefit;from 
investment in this field, the Company can look forward to receiving income from this 
source on an increasing scale over the next few years. 


’ "The Fifty-sixth Annual General Meeting of members will be held at The Chartered 
Insurance 7 pees, Lantos, E.C.2, oe 3ist March, 1952, at 
12.30 p.m. Report ccounts obtained on application 
to the Cease, il, Old Jewry, London, E.C.2. 
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of $58 million a week. If this trend continued the gold 
reserve would be exhausted by September. 


Fortunately, Mr Butler declared in his’ speech that the 
country could “ confidently rely upon a considerable reduc- 
tion in the rate of loss in the course of the next few weeks.” 
Two factors are needed to make this. prophecy come true. 
First, foreign confidence in ‘sterling has got to be revived, 
and bears of the pound sent scuttling for cover. Judging 
by the impact that the details of the Budget have had on 
the various rates for sterling some small improvement in 
this regard is already afoot. .By Wednesday evening the 
premium on dollar securities in London had fallen from 
14 per cent to 13 per cent, and the three months premium 
on forward dollars had moved from 2% cents to 2} cents. 


Secondly, the brave resolutions set out after the Common- . 


wealth Finance Ministers’ conference last January must be 
translated into very speedy action. Here the picture is still 
an uncertain one. The Chancellor announced in his speech 
that new arrangements with South Africa (which is itself 
cutting imports) should allow the United Kingdom to earn 
at least £50 million of South African gold “ and.perhaps 
substantially more” during 1952. Australia’s response has 
also been heard this week in terms as unmistakable as they 
will be painful to particular interests. New Zealand is 
cutting down imports from the non-sterling area (and imports 
of motor vehicles from all areas) and is to aim at a £25 
million surplus on non-sterling account. But of the response 
from other parts of the Commonwealth, all the Chancellor 
could say was that he had received certain assurances from 
New Zealand, India, Pakistan, Ceylon and Southern Rhodesia. 
These countries, he added, have also “told me of their 
special difficulties.” . It remains to be seen whether this form 
of words indicates a resolution that is adequate to meet 
the needs of the hour. 


* * & 


Further Cuts in Imports 


The third, and what is hoped the last, dose of import 
cuts outlined in Mr Butler’s budget amounts to {100 million. 
Some {£80 million covers goods, the nature of which, accord- 
ing to the Chancellor, cannot be disclosed “for commercial 

. reasons.” The remainder is:met by substituting specific for 
open licences for a host of miscellaneous items ranging alpha- 
betically from “armbands, spring” to “wreath and floral 
frames of metal.” The collection is so heterogeneous that it is 
possible to make only a very rough guess of what the total 
quantity of these imports amounted to in 1951. It was some- 
where around {£150 million and the Chancellor hopes to lop 
off {20 million. A comp!ete embargo has been placed on 
the import of all these goods until the end of April—by 
which time a new licensing scheme will be worked out— 
unless an importer can prove the existence of a firm contract. 
This new attack on open general licences means that only 
46 per cent of Britain’s private imports from Western Europe 
will be free from quota restrictions compared with 90 per 
cent last October. 


The cut that the British public will feel most is that: on 
imported cheese—the non-rationed varieties. Last year 
these suppfies accounted for about a third of Britain’s total 
imports of cheese, and they were a very useful supplement 
to the meagre ration of “non-frivolous” cheese... Other 
articles that will disappear from the British table are gher- 
kins in syrup, tinried herring roes and sauerkraut. The list 
of prohibited textiles is formidable, covering shopping bags, 
canvas, coir manufactures, cotton yarn and thread, fabrics, 
handkerchiefs, piece-goods, woollen and worsted yarns. A 
number of electrical appliances including irons, kettles and 
toasters are to be cut ; metal goods from balances to collap- 
sible tubes ; egg-timers ; books and periodicals, including 
comics ; toilet requisites ; smokers’ requisites and even ice- 
cream spoons, shoe horns and trouser pressers. 
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It is impossible to assess the effects of these cuts until it 
is known just how strict the licensing authorities intend to 
be. A reduction of £100 million of i most of 
them presumably consumer goods—implies a reduction in 
supplies to the home market of something like 5 cent. 
The dangers of these cuts to the prospects of British exports 
to Europe are obvious. Mr Butler, indeed, recognised them, 
though in a somewhat curious phase: “ It is essential in our 
economic and commercial interest to maintain trade at the 
highest level we can afford.” 


- 


* oo a 


Australia’s Import Cuts 


Last Friday Mr Menzies swung his long-expected axe 
at Australian importssome weeks late but with devastating 
effect. Overall, Australian more are to be cut by §0 per 
cent below their 1950-51 level; this implies a much bigger 
percentage reduction below the levels recently in operation. 
The biggest cut is, inevitably, being made in consumer 
goods, including cars, textiles and footwear ; the reduction 
here will be 80 per cent of the 1950-51 level. Last year 
British exports of-cars to Australia were valued at £23 million 
(21 per cent of total car exports), British exports of cotton 
yarns and manufactures to Australia at £394 million, and of 
woollen and worsted goods £154 million. If these exports 
are now to be cut by between 80 and 90 per cent—as seems 
probable—it is clear that a hard task in finding alternative 
markets lies ahead. 


These savage cuts are being matched by consequential 
brutality in Australian exchange control procedure. It was 
announced this week that no foreign exchange, including 
sterling, is to be sold or letters of credit established for any 
Australian imports except those for which a valid import 
licence is already in force. In the case of goods from the 
sterling area, for which import licences were not previously 
necessary, exchange will be sold if the goods have already 
been landed or are to be landed by March 22nd, or if 
payment is being effected under documentary credits 
established on or before March 7th. 


A substantial volume of exports ordered by Australia 
and now in transit may be axed by these orders, and a 
number of them may now have to be returned to the 
seller. The Australian authorities have also announced that 
any increases in the amounts or extension of the expiry dates 
of letters of credit are to be treated as-applications for new 
letters of credit. In order to soften the impact of the new 
regulations the London offices of the Australian banks have 
been advised that they may negotiate documentary drafts 
not under credits where they are satisfied that the goods in 
question were shipped on or before March 7th, but in all 
other cases the negotiation of drafts will only be effected if 
evidence can be provided of the existence of a valid import 
licence. Parallel restrictions on payments to non-residents 
of the sterling area have had to be placed by intermediaries 
in the United Kingdom on behalf of Australian importers. 
Such payments can be authorised by an Australian bank 
only when the transaction is covered by an import licence. 
Only two exceptions are provided—the first where the goods 
were shipped to Australia by March 7th, and the second 


where the payment is being effected under a documentary 
letter of credit. 


* * * 


o 


Spending Too High 


The main conclusion to be drawn from the Central 
Statistical Office’s preliminary estimates of national income 
in 1951 is that last year’s slide towards insolvency was 
domestically inspired it was due to the familiar faults of 
allowing costs to rise faster than uctivity and of trying 
to eat._more cake than was there. According to the estimates, 
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the money value of gross national product in. 1951 was NaTionaL INcoME anp ExPenpirure in 1951 
£12,414 million, This represented an increase in money ne Million) 
terms of £507 million (or ey 44 per cent) in the year, | 











Grom Income _ | Expenditure 
compared with an increase of £600 Sein inilion. (or about $4 per |_| — “ 
cent) in 1950. Since industrial production, in real terms, | Total increase Total | Increase 
is estimated to have risen by under 3 per cent in I9$1, ed oe 
compared with 8} per cent in 1950, it is clear that wages Weess © Shlssiew® --. | C328 |+ "O44 | Personal Consumption 4 9970+ Tie 

at wession : x apita orma- | 
and other domestic costs rose by more than productivity Earnings............ | 468 |+ 2) tims... 2 | 1,860\+ 188 
last year, whereas i in 1950 they apparently rose by less than it. Poabts ot Cendecke 6 bb ee cre Fo eeeeioe sy a> | sro 4 266 
oo * "4° . 5 is oe uth s— |} 
With only an additional £507 million, in money terms, Daeiien t eet eet Demee . |: xeeo ly ome 
va} om rod on um PR can divihscis has i 456 — 19) Other Current Expen- i 
available fn home P uct personal coast puion NetIncomeéfromA broad 120 |— 19 diture .. = ~ | 1,4301+ 127 
soared by £710 million, public authorities’ expenditure by ai Pata ad Pe | 
Pa On sts ‘ ‘ : d S115 MEME sc oe sts a 4 |+1350 Total Expenditure at 
{387 million, fixed capital formation by £188 million, and Less Stock Appreciation; 12001 800 | Mader Prince... i + 1,451 
tocks gres : milli these i}. Less Net Indirect Taxes | 1,78 204 
stocks and work in pro $ by £166 lion. Most of Gross National Product | ‘32, 414 + 507 : jdiainanatinsninieencasitbtneats 
iscs—both in supply and in demand—were due to | Total Expenditure at) 
prices. But the fact remains that the British people | | | vumeest tp Going | | 
re taking far more out of the pot than they were putting ) | On Foreign Balances} | 444)“ 140 
nto it. The immediate consequence was the alarming —__ | | Gross National Product | 12,414 |+ 507 
inge from a balance of payments surplus of £238 million * Inchading pay of armed ‘fore es and employers’ insurance contributions. + This 
n fi ; of 4 ili ‘ differs from the overall balance of payments deficit since it excludes certain current 
1 1950 to a de cit £51 mnuon mn 19ST. transfers that had no counterpart in goods and services enjoyed at home. 





THE HONGKONG AND SHANGHAI BANKING CORPORATION 


(Incorporated in the Colony of Hong Kong) 
(The Wabfity af members Is limited to the extent and in manner Gaetees by yeaieanss No. 6 of 1929 of the Colony) 


REPORT OF THE DIRECTORS. 
SUBMITTED te the Ordinary Yearly General MEETING a Shareholders held at the Head Office, Hong Kong, on Friday, 7ih March, 1952 


The Directors have pleasure in submitting the Balance Sheet at 3iet December, 1951, together with the Profit and Loes Account for the year ended at that date. 


The Profit for the year, after providing for taxation on profits earned to date and after making transfere to the credit of Reserves for Contingencies, out of which Reserves provision has been 
made for any diminution in value of current assets, amounts to id ‘ HE $17 283,471 
To this must be added the undistributed profit brought forward from the previo us year 


6,899, — 
@3 982, 885 
An Interim Dividend of £2 per share, free of Hong Kong Corporation Profite Tax, was paid on the 13th August, 1951, amounting to £320,000 at 1927/8... és én one ‘ 5,168 oS 
eaving a balance available for distribution of : ane Sas ee 7 ve oes Pe A a Ae Oe date ‘ oa ; ~ oe ees so : 18, 819) #76 
This balance the Directors recommend be appropriated as follows :— 
Arnount to be written off Bank Premises Se HE $3,000,000 
A Final Dividend of £3 per share, free of ong Kong Corporation ‘Profits Tax, £480, 000 at 1 P) 7/8 7,744,538 10,724,538 
leaving a balance to be carried forward? to next year of ... ‘BK $s, 076, S38 





The above appropriations have been incorporated in the Accounts. 

DIRECTORS.—-The Hon. Sir Arthur Morse, C.B.E., continnes im office as Chairman and Mr. C. Blaker bae been elected Deputy Chairman. 

Mr. ©. Blaker, Mr. H. D. Benham and Mr. B. R. Hill retire by rotation, but, being eligible, offer themselves for re-election. 

AUDITORS.—The Accounts have been audited by Mesers, Lowe, Binghaso & Matthews, and Mesers, Peat, Marwick, Mitchell & Co., who are eligible for re-appointment. 


By Order of the Board, 
HONG KONG, 26th eee 1962. 


A. MORSE, Cheirmen. 


_ BALANCE § ‘SHEET “at Sist December, 1951 Bera 


Sterling “Sterling 
— Capital 



































Equivajent Equivalent 
ithorised and Tasued Cash in Hand, in Transit and at Bankers eee ; a -» HK$374,211,486 £33,358,218 
160,000 Shares of HK $125 each, fully paid.; a Si ~» IK $20,000,000 £1,236,000 ean at Call and Ghort Notice .. . ; a oad 860,635,971 53,789,704 

Reserve Liability of Members — Bills Receivable, in Hand and in Transit. 823,317,580 61,487,349 
HK$i25 per Share on 160,000 Shares ie oe HE $26,006,000 . Bong Kong Government Certificates of Indebtedness iesned in reaper = 
Reserve Fund a or TT 96,000,000 6,000,000 of funds deposited as security for the Excess Note Issue. 723 B83,047 45,117,080 
Profit and Loss Account ... wd we oe ia io Sed 8,075,392 604,708 Investments, at under market values — 
-- nae os British, Colonial and Other Government Securities (including 
Hong Kong Currency Notes in Grewhation— 124,075,332 7,754,708 HK $39,847,600 deposited as security for the Authorized Note 
Authorised Note Issue .... i HE $34,060,000 Issue) : 
Excess Note Issue yaa ~ 721,742,086 Quoted in Great Britain. 00 eee rete 294,888,912 18,420,557 
755,742,086 47,233,880 Quoted outside Great Britain he ; ae ; j 104,836,382 6,552,274 
eee eee eee ee, ees ene Other Investments : P ? 
Reserves and Provisions for Contingencies Quoted in Great Britain ~ : aie . cam = 1,673,001 104,563 
Taxation (of this total $22,987,266 ie secured) HK $3,134,136,068 Quoted outside Great Britain =. 13,418,619 838,664 
Amounts Due to Subsidiary Companies .. 271,480 Aivnen ts Sustenees and Other Accounts, lees provision | “for Bad . 
Acceptances on Behalf of Customers 52,069,648 eee ae ie sis 803,109,047 56,194,315 
Proposed Final Dividend in respect of the year Liabilities of Gocanas for Acceptances, per contra ... ap ae 62,089,648 3,265,603 
ended 3ist December, 1961 we 7,744. ——— 
enrast - $,194,243,721 398,440,108 4,050,062, 993 233, 128, 937 
NOTES Fined Assets — 
1. There are contingent Habilities on Bills re-discounted Investments in reat Trustee and Nominee 
to HK$1,511,204 and commitments in respect of Companies at cost . . HE $2,137,285 
Credits, Guarantees and Forward Exchange Contracte. Bank Premises at cost, less amounts written off 21,858,861 : 
2 Foreign Currency Balances have been converted into Hong Kong —_—_--—- 23,996,148 1,499,759 
Dollars at approximately the rates ruling at 31st December, 1951. ne Sorento 
The Sterling equivalents of the figures shown in the above Balance HK $4,074,050, 159 £254,623, 096 
Sheet have been converted at the rate of HK$I = ls. 3d. mame 
>» ’ 
9,389 , A. MORSE, Chief Manager. J. H. KESWICK, - - Directors 
nr EK $4,074, 009,159 £284,026, 606 G. ©. W. STEWART, Acting Chief Accountant. H. J, COLLAR, ) 
« ean = ee RE gy a . Se oa eae 
REPORT OF THE AUDITORS TO Ps MEMBERS OF THE HONGKONG AND SHANGHAI BANKING CORPORATION 
We have examined the above Balance Sheet with the Books of Se Comeneiine, Sen S Hong Kong, with the audited accounts of the London Office, and with the returns received frem the other Offices 
which have been signed by the Branch Managers, We tare culahecd alt ali the information and explanations we have required, and in our opinion such Balance Sheet is property drawn up so ag to ethibit » true 
and correct view of the state of the Corporation's affairs at 3lst December, 1961, according to the best of cur information and the explanations given to us and as shown by the books kept in Hoag Kong and hy 
the returns received from the other Offices, harte: 
> LOWE, KINGHAM & MATTBEWS, } Chartered Aecom-tanss, 
HONG_ KONG, 26th February, 1952. ; PEAT, MARWICK, MITCHELL & CO. Andilors. 
sie — = so epee . a 
te PROFIT AND LOSS ACCOUNT for the Year ended Tit December, 1951 
CN A tt Eeaecteeaedt ee accicsataings ostitabbbet chances Ucoumebiie Sie satetbiebnbiaa 
Special ae Ex . including Chairman’ —e ae ae Manager, 
Interim Dividend of £2 per Share, free of Hong Kong © tion Profits ‘Tax, paid Directors’ Fees Committee vom amounted to HK $7 
13th August, 1951, £320, @1278 ods ae ah ab sex nee avs, EER §U,263,008 
Appropriations by the Directors ;-— ? K 96,605,224 
Sewrunt to be wrettes om Bonk, Bank Premises ene ea aes ok HKES$3,000,000 * Ralacce brought forward from Fist December, 1950... on os .-. HK $6,609,224 
Final Dividend of £3 per Share, free of Hong Keng Corporation Profit tor the year, atler providing for taxation on profits earned to date and after making 
Profits Tax, £480,000 @ 1/2 7/8 ... wed ae iat ee 7,744,538 transfers to the credit of Reserves for Contingencies, out of which reserves aes 17,208,671 
Balance carried forward te next year tox - ot tasete ... . eas . 
os a “2 ze . cs 10,744,528 hag been made for any diminution in value ef curren 


HK $23,982,895 


HK $23,069,500 ed 
STATEMENT IN CONNECTION WITH SUBSIDIARY COMPANIES 








Ne of the Profits earned by the Companies bas been dealt with in the Accounts of 

(13 Ws eoesennitn: eg ‘ili clit wii tele cables ta * Dae at a ceaetk manta of tae boleilintons profits after deducting the Sobeidttazies’ 
Tarued Share Capital of three ‘Trustee Companies and three Namivee Companies wholly owned by pen aD ah Seow (© Por the your cuiied Set December, 196. u- WK 967,304 
the Bank. Ne Group Ancouste hare bean eileatiied as the Directors ate of the platen that apch di) For previous financial years i ‘is ee 423,735 
Aenventn woot Steal vate to the meio of the Band * HK $180,519 
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Profits Too Low 


The principal reason for this disastrous excess of demand 
over domestic supply was, quite simply, that wage and salary 
earners (who spend) got too much of the year’s increase in 
incomes and company and corporation profits (which are 
the principal private source of saving) got too little of it. 
While total incomes rose by £ $07 million, wages and salaries 
(including armed forces’ pay and employers’ national 
insurance contributions) rose by {£844 million. Other 
incomes, when’ struck net of stock appreciation, therefore 
fell by £337 million. Since stock appreciation, which the 








SAVINGS AND INVESTMENT IN 1951 
(£ Million) 


ee) 





Savings i 
| ———— \ | Total | Increase 
i | in in 
| Total (Increase | 1951 | 1951 


| im: | ia -| 
| 1951 | 1951 | | 








| Fixed Capital Forma- 
| } tion :— 
+ 8 | Manufac’ng Industry | 


Saving & Provision for | 


| 
Stock Appreciation :~ | 











| ea 9 | 585 & + 95 
Corporate ........4% 774 | +.3% | Electricity,Gas, Water | 
Central Govt. ....... | §31 | —108 | & Transport ...... } 491 | + 37 
Local Authorities ... | 29 | + 4 | Agriculture, Forestry, | 
Less Stock Appreciation | 1,200 {| 800 Fishing and Coal | | 
j———-———|—————-|_ Mining...........- } 109 } + 3 
Total Saving ........ | 229 | —870 | New Housing .....: i; 310}; + 8 
Additions to Tax Re- | i | Social Services Ad- | | 
TUR sia 5 xk vnee'a sd | 641 | +440 | ministration ...... 128 | + 17 
Govt. drafts on Capital | — 65 | — 23 | Other...........0+. | 185 | + 28 
Depreciation Provisions | 882 {| + 64 | | $$) ==» 
Borrowing, etc., from | | Total Fixed Capital.. | 1,808 +186 
QBTORE? ow icc ncde §33 +743 | Legal Fees, etc...... | 52 {+ 2 
| | Increases in Stocks & | 
j | Working Progress...| 370 166 
Gross Capital Formation; 2,230 | +354 | GrossCapitalFormation | 2,250 +354 
* Balance of payments deficit plus certain small war disposals, settlements, etc. 





national income statisticians estimate at the very high figure 
of £1,200 million, cannot yet be divided between partner- 
ships, public corporations and companies, it is impossible to 
examine this fall in detail. If the national income statisticians’ 
figures are right, however, small traders and partnerships 
seem likely to have been hit even more harshly than com- 
panies. Rentiers remained among the depressed classes. 
Dividend and interest payments by-companies increased by 
£78 million, but total rent, dividends and interest received by 
persons are estimated to have been virtually unchanged. All 
these figures, of course, are before tax. 


For the long term, the most serious consequence of last 
year’s squeeze on profits may be its effect on the liquidity 
of companies ; this strain, of course, is heightened by the 
fact that companies and corporations had to pay or put aside 
£1,320 million for taxes last year, compared with {928 
million the year before—principally because the Govern- 
ment’s tax collectors (unlike their objective national income 
statisticians) treat stock appreciation as income. But the 
most immediate effect of the squeeze was to cause a drastic 
deterioration of saving. The accompanying table shows that, 
if additions to tax reserves are excluded, new domestic 
savings fell by £870 million last year ; if tax reserves are 
included, they fell by £430 million. Against this, however, 
total capital formation rose by £354 million—with increases 
in stocks and work in progress taking £166 million more, 
fixed capital formation in manufacturing industry {£93 

illion more and in utilities £37 million more. Here again 
—since all roads lead to Rome—the immediate consequence 
was a {£743 million deterioration on external borrowing 
account, 

. * > 


Deficit through the Ceiling 


The details of the deterioration in the balance of pay- 
ments are set down in the accompanying table. It will be 
seen that the main feature in the year as a whole was the 
widening of the visible deficit by £638 million to £786 


>» * 
= 


-. exports went on increasing, by £99 million in the h 
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million, thanks to the swamping of a £485 million increase 
in exports by a £1,123 million increase in imports ; the 
invisible surplus, at £270 million, was only £116 million less 
than 1950’s record figure. But in the second half of the year 
it was the invisibles that showed the most strain ; largely 
no doubt because of the Abadan crisis, the invisible surplu: 
declined from £216 million in the first six months to {54 
million in the second, while the visible deficit (ander th: 
strain of a £209 million increase in imports) widened by 
£110 million to £448 million, Throughout this period 
ear, 
but this movement must have masked a drop in ease ti 
non-sterling countries. Mr Butler revealed in his budge: 
speech that Britain’s deficit with the non-sterling area rose 
from an annual rate of about £325 million in the first half of 





BALANCE OF PAYMENTS 
(£ Million) 


























ee ae A 
1951 
66) Oe) BO 
Jan. to | July to | Waee 
June =a 
eile 5 Seca caencetee | 1,590 | 1,820 | 2,224 | 1,305 | 1,404 | 2,709 
Siete i. vous cekucigans | 1,791 | 1974 | 2,372 | 1643 | 1,853 | 3,495 
Visible balance ..........+. |— 201. |— 154 |— 148 |— 338 |— 448 |— 795 
Invisible receipts .......... | 805 | 819 | 1,052 | na. | na | 1,130 
Invisible payments ........ 632 | 659 666 | ma na. | 860 
Panacea nei pivenahie ane oeine eae nciemmetretameen 
Invisible balance .......... \+ 173 |+ 160 (+ 386 I+ 216 i+ & {+ 270 














TOTAL BALANCE ....,.2.00+ i> 28 IF 6 |+ 238 Es 122. | 394 |— 516 
vclke dct hacis aca seta ack Nace 





the year to nearly £1,200 million in the second half. It 
follows that the surplus with the sterling area must have 
widened concurrently. from an annual rate of under {100 
million to one of very nearly £400 million. It is against 
this truly frightening background that Mr Butler’s blueprint 
for the balance of payments in 1952, discussed on page 656 
of this issue, must be judged, 


* ¥ * 


Beyond the Steel Shortage 


Steel output in February was at the annual rate of 
16,281,000 tons, compared with a rate of 15,234,000 tons in 
January and of 16,952,000 tons a year in February, 1951. 
Production was thus 13,000 tons a week lower than a year 
before, much the same as it had been in January. The 
increase in pig iron output that has been continuous since 
last August was checked in February: the. annual rate was 
10,263,000 tons, comparing well with 9,687,000 tons in 
February, 1951 ; but output in January had reached a rate 
of 10,319,000 tons. The main reason for this drop in iron 
output was the inadequacy of supplies of coke. The steel- 
works produce most of their own coke, and a steady increase 
in the capacity of their ovens is keeping in step with the 
demands of the blast furnaces. But the proportion of metal- 
lurgical coke that is bought from the National Coal Board 
and other coke-oven operators has not increased to the same 
degree ; the blast furnaces require about 76,000 tons a week 
from these sources but are obtaining only about 70,000 tons. 
The Coal Board was supplying coke at this rate in 1948, and 
the oven capacity that it owns is now somewhat larger. But 
over these marginal supplies there is always some reluctance 
to jettison alternative customers ; the Coal Board is probably 
not confident that the steel industry will always need to buy 
as much as it needs today, and im recent years has been 
seeking to diversify its markets for hard coke. The issue is 
one that may not be settled without a decision from the 
Government ; if steel is scarce to the extent that official 
estimates suggest, the coke must be made available. 

Some unofficial, but possibly better-informed, estimates 
about steel supply and demand this year have been made 
this week by Mr Robert Shone, Director of the British Iron 


? 
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REPORT BY THE COURT OF DIRECTORS OF 


The ROYAL BANK of SCOTLAND 


TO THE ANNUAL GENERAL COURT OF PROPRIETORS, ON WEDNESDAY, I2th MARCH, 1952 


The Court of Directors now submit to the Proprietors Group Accounts compri the Balance Sheet and Profit. and Loss Account of The Royal Bank of Scotland as 
at 13th October, 1951, and the Balance Sheets a Profit and Loss Accounts of its Subsidiary Companies, Glyn, Mills & Co, and Williams Deacon's Bawk Limited as at 
8ist December, 1951. y 
The Net Profit of File Royat Bank or ScorLanx® for the year to 13th October, 1951, after’ providing for Taxation and making transfers 

to Reserves fér Contingencies, out of which Accotnts provisions have been made for all bad and doubtful debts and fluctuations in the 


value of Investments, amounted to ... eee we ies Sa ts bie coll ies int iol gt ond Sin ead cia £602,728 17 10 
Interim dividend at rate of 8} per cent. actual paid at Midsummer, 1951, required “oe ees am isa ae -. {361280 0 0 
Less Income Tax... és avi als pa os ae Mee ng eae ote Pon ows aaa om ots 171,593 15 0 
——__——- {189,656 5 0 
Interim dividend at rate of 8} per cent. actual paid at Christmas, 1951, required ... che ea ed ia ie «-. £361,250 0 0 
Less Income Tax... oud bios ome a ain os wee ees am 171,593 15 0 
[here have been: ——~——--——nm $89 656 § CO 
Transferred to Property Maintenance Reserve Account ..., a an aa eee oa net Sa eee OLE eee a Oe 
Contributed to Staff Pension Fund .... Pa ine esa ioe peal Be She aie label side wi li im sibs sis 75,000 0 0 
Contributed to Staff Widows’ Fund ... oo Séa af eas ais had aad al io wie = ‘sa cs aie bal 15,000 0 06 
ried to Reserve Fund i ce ini fas jee ane ome oan “an ann aie ‘in eis ine nee -» 303,416 7 10 





he Reserve Fund now amounts to £4,877,216. £602,728 17 16 

\ dividend of 17 per cent. per annum having already been paid, the Court of Directors do not recommend any further dividend for the year. rs 

4 valuation of the Bank’s quoted investments at 13th October, 1951, is in excess of the sums at which they appear in the annexed Balance Sheet. 

rhe Directors, in virtue of the powers conferred upon them by the Koyal Bank of Scotland Act, 1873, have elected Thomas Gordon Waterlow, C.B.E., and David Fortune 
Landale, Ordinary Directors of the Bank ; they hold office until this Annual General Court only, but are eligible for re-election. 

The Governor, the Deputy-Governor, the Extraordinary Directors and the Senior Ordinary Director (Mr. Charles Augustus Carlow), retire at this time and are eligible 
for re-election. 

Mr. S. W, Murphy, C.A., Joint Auditor for the past year, is willing to continue in office and will be re-appointed pursuant to Section 159 of the Companies Act, 1948. 

Mr. George James Gregor, C.A., Joint Auditor for the past year, has intimated his desire not to seek re-appointment. A Resolution will be moved that Mr. James 
Haldane, C.A,, Edinburgh, be appointed a Joint Auditor to act along with Mr, S. W. Murphy. 


By Order of the Court of Directors, 
Edinburgh, 18th February, 1952, j. M. THOMSON, Cashier and General Manager. 

STATEMENT OF ACCOUNTS, 13th OCTOBER, 195! 
Carirat Stock, Authorised and Issued sai eke pie sak o oom dine aay ose bie ae £4,250,000 


RESERVE FUND ... ste nee see pes oes eos és ose sie ion ase woe, ase axe ave ive one 4,877,216 

——————- _- £9,127,216 
Nores in Circulation una i os wee en oe va ane eae ned si ad ene eos oad Ris ine was 9,160,459 
Deposits and other Accounts, including Reserves and Provisions for Contingencies and Taxation ... eee Sen ase wee hat sie -» 135,354,511 
Divivenp—Christmas, 1951, less Income Tax cad ve +r wa ton oi eae — eek + ee au iat pe oa 189,656 
Amounts due to Subsidiary Companies an kag eae ini we ine ote in ose ous ~ ose side om ‘iin vn 2,857,112 


° —_- —— 138,401,279 
LiapiLities for Acceptances, Confirmed Credits and other Obligations oat ose idl 9,394,834 
Notes:— 
The profits of Williams Deacon's Bank Ltd. and Giyn, Mills & Co. have been taken into the Royal Bank of Scotland profit only to the extent of 
the Dividends declared. 
The Nominee Companies are non-trading and have made neither a profit nor a loss for the year ended 13th October, 1951. 
Foreign Currency lances have been converted into Sterling at the rates current on 13th October, 1951. 
United Kingdom Income Tax has been provided on the profits to date. 


Statement required by the Eighth Schedule of the Companies Act, 1948 
The Directors of the Bank have, in terms of Section 15a(1) OF the Companies Act, 1948, investigated the possibility of making the financial 
year of each of the Subsidiaries coincide with its own. The practice of the Subsidiaries has Been to make up their Accounts as at 3lst December 
m each year, and it is considered impracticable to alter this arrangement. The Royal Bank of Scotland has, since 1879, made up its Accounts 
annually on the second oh of October, and any alteration in this long-established and convenient procedure would involve administrative 


difficulties in the conduct of the Bank’s affairs. The Directors are satisfied that the foregoing considerations constitute good reasons for not making 

any alteration in the financial years of the Bank or of the Subsidiaries. cree 
KENNETH Murray, A. MamTLtann, Excin. — Directors, £166,583,788 
J. M. Tuomson, Cashier and General Manager. nancial 


CURRENT ASSETS: 


Comm, Bank Notes and Barances with the Bank of England 18,332,195 


BaLances with, and Caegves in course of collection on, other Banks in the British Isles... ‘e hia sie il ace one ae 6,938,747 
Money at Call and Short Notice ... i sank aim sas Se ae at eee as bo soa ei wie ii ‘ane an 8,820,000 
Bitts Discountep (including £2,900,000 British Treasury Bills)... Bi re pai és ie wal oi sa es i a 5,215,987 
Preasury Deposit Receipts “ sae she aoe Sid Sas on ue ote bee ase bite oni aoe nee aes owe 1,000,000 


INVESTMENTS— 
(a) QuoTEp—at or under market value— 


British Government Securities and Securities guaranteed by British Government ... ees oa dee ons ie ove ove -- 64,617,430 
Dominion and Colonial Government Securities, and Corporation Stocks ine bee wee pes vid én Jon iat bag abs 673,731 
Other Securities wih ine ct ews ies vee wie des eve exe oes eae a ov aoe eae oy oes 344,902 
(6) Unguorep—at cost—Terminable Corporation Mortgages Se ees ate ni at Sas i ove ese baw bes de 523,020 


——— 166,465,982 











Apvances to Customers and other Accounts, less provision for bad and doubtful debts ; ade on eae eas dna Si ‘ae 42,515,092 
Liasitities of Customers for Acceptances, Confirmed Credits and other Obligations per contra eos oay ove aa ti ie ase 9,894,334 
Toran Current ASSETS ... cn ‘we ‘ia ihe es oie on aid eek sion bas 158,875,908 
, SUBSIDIARY COMPANIES: ; 
Williams Deacon's Bank§Ltd. Shares—1,562,500 ‘‘A” Shares of £5 each, {1 paid, and 312,500 “ B ¥ Shares of £1 each, fully paid aa 5 893.750 
Glyn, Mills & Co, £1,060,000 Stock—a company incorporated with unlimited liability = one Set on oe son + oer, oe 
Nominee Companies (are limited by Guarantee and have no Assets or Liabilities) oun ee ae ios es ade oa Sse ser: 
Amounts due by Subsidiary Companies ... oie Son sn sei iat bei we pa Kee gee a ii ‘ath os ait 457,704 
TRADE INVESTMENT: : 6,351,454 
_Industrial and Commercial Finance rns Ste = Ltd.—333 Shares of £1,000 each, sane yale ae is dey eee ats tee ie ihe 166,500 
FIXED ASSETS: Bank Property, partly yielding rent, at cost, Jess amounts written off ... ova oes oun “ ae mae eeu use 1,189,926 
£166,583,783 
PROFIT AND LOSS ACCOUNT for the Year ended I3th October, 195! 
To Property Maintenance Reserve Account... top ioe as «£30,000 By Profit for the Year after providing for Taxation and making transfers 
» Staff Pension Fund... a eas oes use oon to ies 75,000 to Reserves for Contingencies, out of which Accounts provisions 
»» Staff Widows’ Fund ws oe oa ine oi ous nie 15,000 have been made for all and doubtful debts and fluctuations in 
» Reserve Fund oo on “es a Ee. ti sis .» 103,416 the value of Investments... ne on sin aed oi -. 602,728 
» Dividend—Midsummer, 1951, less Income Tax... ois aa ine 189,636 
» Dividend—Christmas, 1951, less Income Tax... “ns ice -+ «189,656 
y \ £602,728 : £603,728 
_ Directors’ Emoluments— s —_——— 
gregate amount of Directors’ Fees ast gos nn bes «we £26,410 : in the A ts of the Subsidi 
Agetegate amount of other Emoluments ... a = a ee Of these amounts, there are included in ecounts © a ary 
fein. other than aA Director .., 2 ids 5 Sea ae ke ie Gane Companies sums amounting, in all, to £26,978 (1950, £26,206). 
£46,043 
AUDITORS’ REPORT é “Sf 
We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the p' of our Audit. In our opinion proper 
books of account have been kept by the Bank so far as appears from our examination of those books, and proper returns adequate for purposes of our audit have n received 


from Branches not visited by us. 


We have examined the above Balance atid Profit and Loss Account which are in agreement with the books of account and returns of the Bank. In our opinion, and 
to the best of our information and to the explanations given to us, the said accounts give the information required by the Companies Act, 1948, in the manner so 
true 


required, and on the basis authorised by the Act for a banking com give a and fair view in the case of the Balance Sheet of the state of the Bank’s affairs at 
13th October, 1951, and im the case of the Profit and Loss Account of the profit for the year ended on that da ‘ 

We have examined the Group Accounts { the above Balance Sheet of the Royal Bank of Scotland as at 13th October, 1951, and the annexed Balance Sheets of 
its Subsidiaries, Glyn, Mills & and Williams. 's Bank Ltd., both as at 31st December, 1951). with the audited accounts of the Banks dealt with thereby, which 
accounts, with the exception of the Royal Bank of Scotland, have not been audited by us. Subject to the foregoing, in our opinion, the said Group Accounts have been 
properly prepared in accordance with the provisions of the Companies Act, 1948, and, the basis authorised therein, give 4 true and fair view of the state of affairs and of 
the profit of the Royal Bank of Scotland and its Subsidiaries, GEO. JAMES GREGOR, C.A., Auditor. 


Epinpurcn, 16th January; 1952. ; ‘ S. W. MURPHY, C.A., Auditor. 
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THE NATIONAL BANK OF INDIA, LIMITED 


Registered in London under the Companies Act of 1862 on the 23rd March, 1333. 
ESTABLISHED IN CALCUTTA, 20th SEPTEMBER, 1863. 














Subscribed Capital : £4,562,500 Reserve Funds ... bs .-.  £3,675,000 
Paid-up Capital ... jee £2,281,250 Number of Shareholders oes eee 3,057 
HEAD OFFICE 26, BISHOPSGATE, LONDON, E.C.2. 
BALANCE SHEET, 31st DECEMBER, 1951. 
1950 1950 
£ £ £ £ £ £ 
CAPITAL— CURRENT ASSETS— 
Authorised and Subseribed Cash on Hand, at Call and 
r P25 ; 562.5 short lotic d at 
182.500 Shares of £25 each 562,500 4,562,500 Short Notice, an ee 
oe nape Bankers ... os es 17,370,212 21,886,789 
cme ar ‘ 
Paid-up £12 10s. per Share 2,281,250 2,281,230 Investments at under Mar- 
= a ket Value:— 
OEePRVE FINNS... 
RESERVE FUNDS British Government and 
Including Share Premium : other Securities quoted 
Account £1,128,750 esis 3,675,000 3,600,000 on the London Stock 
(1950—£1,128,7350) Exchange se ... LL779,649 14,772,310 
PROFIT AND LOSS Indian, Pakistan and Cey- 
ACM OUNT lon Government and 
ae : x her Rupee Securities 
Peoft ins ropriate 275.161 281,113 other Rupee 
Profit unappropriated Sais 2 75, : - sccaaai ok Sopaniaiie 
6.231.411 6.162.383 Stock Exchanges 8,811,300 9,210,530 
. eee ania : East African Government 
CURR EN r LIABILI I LES, Savinsibion aunpemtinns $e 
PROVISION ve AND £1,110,650 and other 
4 7p “ “4 BN eS 
rn unquoted Investments 1,132,521 2,588,696 
Current and other Accounts, HOE 21,723,470 
including provision for Billa of Exx hange cS) BE 16,362,679 15,452,205 
Doubtful Debts, Taxation Advances, Loans Receivable 
on profits to date and and other sums due to 
reserves for contingencies 89,803,997 88,704,147 the Bank a i 65,476,404 43,350,889 
Fixed and Short@ Deposits 20,156,131 12,872,240 Amount due by Subsidiary 
Amounts due to Subsidiary | . ee — 85,99 
Companies 1,267,707 172,532 Customers for Acceptances 
ees ; , per Contra 1,962,702 451,751 
J oans Pavable 4,000,000 1 alii ea 5 A 
Rille P le 779.88 507.35 : Seog 
Bills Payabl ‘ 74 884 1,4 354 Total Current Assets... 122,895,467 107,797,167 
Acceptances for Customers 1,962,702 451,751 : 
Second Interim Dividend SUBSIDIARY COMPANTES 
less Income Tax for the Shares at cost less amounts 
ied 3lst Decem written off 1,450,000 1,450,000 
year ence a ce o 
ber, 1951 pin wae 95,812 100,37 FIXED ASSETS 
———._ 119,066,233 Bank Premises, Property 
and Furniture at cost, less 
amounts written off ... 952,177 723,595 


£125,297,644 £109,970,762 


£125,297,644 £109,970,762 


NOTES 

1. Securities to the nominal value of £612,506 (1950—£500,00% 
have been lodged as security for Government accounts and 
for guarantees issued to Indian Government Departments 


2. Bilis receivable rediscounted £14,680,169 (1950 
tf which up to 


26,462,628) 
4th March, 1952 £9,352,070 have run of 


contracts outstanding fo the purchase and sale of 
Telegraphic Transfers #£11%,834,771 (1950— 


%. Forward 
Bille and 
£94,316, 147) 


4. Liabilities have been incurred in respect of building contracta 
for new premises amounting to approximately £516,639 
(1950—£158,446). 


&. There are contingent liabilities in respect of confirmed oredits 
outstanding amounting to £28,586,847 (1950—£23, 322,872) 


6. There are contingent Nabilities In respect of guarantees entered 
into Im the ordinary couree of business, 


: T. T. K. ALLAN, General Manager. 
D. A. DEELEY, Accountant. 


7. Overseas Current Assets and Liabilities have been converted 


at the rate of 1'6d. per Indian Rupee, 2/2d. per Pakistan J. K. M ICHIE 

Rupee and £1 per 20 East African Shillings, and other / ’ os T . 
eurrencies at the rates of exchange ruling on 3ist December, A. N. STU ART Directors. 
Lei 


J. R. H. PINCKNEY 


REPORT OF THE AUDITORS TO THE MEMBERS. 
We have obtained all the information and explanations which to the best of our kr 


opinion proper books of account have been kept by the Bank so far as appears from our examination of those books ani : 2 
of our audit have been received from Branches not visited by us. We have examined the above Balance Sheet which o apiemeer gt g eye he doc. sehen 
and Returns. In our opinion and to the best of our information and according to the explanations given to us the said Balance Sheet gives the information 


required by the Companies Act, 1948, in the manner thereby authorised for Banking Companies and on uch | alanc n $a 
the state of the Bank's affairs as at 3ist December, 1951. “ : such Lacie the Balance Sheet gives trae and fair view of 


We have also examined the annexed Consolidated Balance Sheet and Consolidated Profit and Loss Accor i 
with the audited accounts of those Companies. In our opinion such Consolidated Balance Sheet and Cofwolid a of the Bante and its Subsidiaries dealt with thereby 


s s ‘ oa : ed Profit iC @ be ri 

prepared from such accounts in accordance with the provisions of the Companies Act, 1943,in the manner thereby ausuatioe’. fae Masts temeameeiot ond Fon this 
rant, give a true and fair view of the state of affairs of the Bank and its Subsidiaries dealt with thereby so far 43 concerns members of The National Bank of fddia, 
dimited. 3 a 


COOPER BROTHERS & CO. 
W. A. BROWNE @ GO” > fAuditors, 


Chartered Accountants 





1owledge and belief were necessary for the purposes of our-andit, In our 


LONDON, Sth March, 1952. 
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and Steel Federation. He estimated that home production 
might well be about 250,000 ingot tons more than in 19§1, 
exports about the same as last year, and imports at least a 
million ingot tons more. - Making generous allowances for 
rebuilding-of stocks and for the amount of imported steel 
that may still be in the pipeline at the end of the year, he 
felt that at least §00,000 ingot tons more steel should be 
available for home industry this year. Mr Shone calculates 
the extra steel content for rearmament in 1952, as against 
1951, a8 300,000 ingot tons (making no reference of-any 


nature to the statement in the recent white paper on defence , 


that in all a million tons of finished steel, or about 1,400,000 
ingot tons of Crude steel, would be required for defence 
production this year). From the Chancellor’s varying estimate 
about increases in engineering exports, Mr Shone deduced 
that such exports might need an additional 350,000 ingot 
tons ; cuts in durable consumer goods, plant and machinery 
would provide enough “ to ensure that at least there is the 
steel content available for the increased exports at which the 
‘hancellor is aiming.” It is not surprising, therefore, that 
Mr Shone should now be looking forward beyond the imme- 

ate shortage of steel to the period in which “the broad 
emphasis of policy will change from steel shortage to a 
question of holding and trying to expand our markets for 
engineering exports.” 


* * * 


Changing Vista for Eastern Banks 


There is a grim sound of the unwinding of great ventures 
in some of the recent reports of British banks doing business 
with the Far East—but there is also compensating evidence 
of —— and new development. The chairman of the 
longkong and Shanghai Banking Corporation can scarcely 
have avoided a note of nostalgia when he announced that 

here were now only four members of the foreign staff in 
the Bank’s imposing and magnificent Shanghai office. Sir 
Arthur Morse said that trading arrangements with China 
were now very largely in the hands of Chinese government 
cepartments and their agents, and estimated that between 
70 and 7§ per cent of China’s foreign trade was now with 
the Soviet Union and its satellites. With banking in China 
following the Russian pattern, the bank has had to take 
steps to withdraw its offices from Tsingtao, Swatow, Tientsin 
and Peking. Fortunately for the bank, activity in other 
sectors of its vast field of enterprise has offset the loss of 
business in China. Those other fields—Malaya, India, 
Ceylon, Thailand, Burma, Indo-China and Indonesia—have 
not been without their problems ; but the manner in which 
the bank has adjusted itself to prevailing difficulties can be 
gauged from the further increase of £384 million, to a record 
4,254 million, in its balance-sheet total. 


The Chartered Bank of India, Australia and China has 
also been called upon to adapt itself to a gigantic revolution 
in the social and political systems of its own particular sphere 
of interests." The chairman of the bank, Mr V. A. Grantham, 
claimed that the success with which this adaptation was being 
achieved owes much to the readiness with which branch 


Ho 





675 


managers have adjusted their way of life to unfamiliar social 
conventions and new-forms of government and jurisdiction. 
Never have Britain’s overseas ventures been called upon to 
adapt themselves to deeper changes than those that have 
occurred in Asia over the past six years. This theme was 
also stressed by Sir Charles Innes in his recent review of 
the affairs of the Mercantile Bank of India. This bank shares 
with its competitors some of the benefits of the transition 
from state bulk buying to private trading in commodity 
markets. Shipments of tea from India to the United 
Kingdom are now financed almost entirely by usance bills 
that are negotiated by the banks; when the Ministry of 
Food was the sole importer, the tea was paid for by tele- 
graphic transfer. The National Bank of India, whose report 
and accounts were also recently published, has responded 
to growing difficulties in Asia by developing its interests 
in Africa. This is a development of fairly long standing, 
but has been pressed with increasing vigour and the result 
has been satisfactory to all concerned. Industrially and 
commercially the High Commission territories of East Africa 
—Kenya, Uganda, Tanganyika and Zanzibar—continue to 
expand, and the bank has played its full part in their 
development. 


* * ee 


The ICI Issue and After 


The £23 million rights issue by Imperial Chemical 
Industries went through before the Budget—and may have 
profited greatly thereby. About three quarters of the 
10,093,023 new {1 ordinary shares, offered at 40s. 6d. each, 
were taken up by equity shareholders exercising their right 
to subscribe, and shareholders applied for about one and 
a half million more “excess ” shares than were required to 
ensure a full subscription list. Stockholders who applied 
for more than 110 “ excess” shares will receive one half of 
their requirements or 110 shares, Whichever is the least, 
while smaller applications will be satisfied in full. 


On the heels of this successful flotation—but also on the 
heels of the Budget and the Bank Rate change—British 
Insulated Callender’s Cables are coming to the market for 
the much smaller sum of {3.4 million. This also will be a 
rights issue to equity shareholders, who are being offered 
3,109,614 new {1 ordinary shares at 22s. each in the pro- 
portion of one new share for every three held. As £9,240.386 
of £1 ordinary stock units are already in issue, the new offer 
will leave a small balance of shares, to which equity share- 
holders can also subscribe by right. The new shares do 
not rank for any ordinary dividend paid for the financial year 
ended December 31st last, but assuming that the dividend 
of 74 per cent paid in 1950 will be repeated on the new 
ordinary capital of £12,350,000 the new shares at 22s. offer 
a yield of 6.8 per cent. Full details of the offer will not 
be posted to shareholders until March 28th, so that share- 
holders—and the directors—have a full fortnight to watch 
which way Mr Butler’s measures will buffet equity prices 
and the confidence factor on which so much now depends. 


Cable and Wireless (Holdings).—In two 
successive years the directors of Cable and 


Wireless (Holdings) have taken the market - 


by surprise in announcing an ordinary divi- 
dend that went beyond even the’ most opti- 
mistic of forecasts. From the full accounts, 
now published, it is clear that the latest 
ordinary dividend of 8 per cent (against 6 
cem) was well secured by earnings. 
dividend takes £210,000 net; with the help 
of £9,295 received as income relating to 
earlier years, this leaves £163,175 to be 


retained within the group—{115,950 the. 


iding com 


and £47,225 tra 
House. As : ws 


year witnessed modest in- ~ 


Company Notes 


creases in distribution on the equity capital 
of many British companies, it might at first 
have been expected that the gross investment 
income of the por would have risen. In 
fact, although per cent of the group’s 


investments is held in equity shares — 


pared with 75.7 per cent in 1950), gros 
investment income has fallen from [1,048,227 
to £900,873. The main explanation of this 


drop is the reduction in the group 
of quoted investments from eetie 
£11,202,668, as a reflection of to 


another £2,291, 632 Ogee of the 3 
po unsecured loan s 


Ba" Becct She ie 


the group's portfolio of quoted investments 
was {£973,150 above its book value of 
£11,202,668 ; the directors add, somewhat 
cautiously, en investments were 
worth in aggregate “at least” their book 
value of £3,187,974. During the year the 
group hedged against inflation by adding to 
its holdings in equity shares at the expense 
of ae) interest stocks. At _- end of ae 
only 7.2 per cent (against 15.8 per cent) o 
the company’s holdings was in gilt-edged 


securities, while debenture and loan stocks 
of all kinds represented only 10.7 per -cent 
(against 19.0 per cent) of the portfolio. The 
value of equity shares rose in the year 
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from £12,364,141 to £12,933,163. Moreover, 
last December the group held £2,041,166 in 
United States securities, representing 13.3 
per cent of its total holdings ; in 1950 it held 
£975,496, or 6 per cent of its portfolio, in 
this form. Meanwhile its holdings of British 


Years to December 31, 


Consolidated earnings :-—- 1950 1951 
£ £ 

Invesiment income.......bese.s 1,048,227 900,873 
Total inogeiec v5 % chase eo eece 1,290,560 1,049,806 
Taxation .. ivcavss ooebedii ieee 405,290 263,512 
NG Pratt: ss viuwsas SS ele ak eke 434,423 363,880 
Ordinary dividends. ...........+ 165,000 210,000 
Ordinary dividends (per cent.)... 6 8 
General reserve . 2... sbeeeses 930,000 100,000 
Canty Senwmete: «ise + ossies awe 166,640 182,590 

Conselrdated balance sheet analysis ;— 
Ouoted investments ...-....).6. 12,840,118 11,202,668 
Unquoted investments.......... 3,233,114 3,187,974 
Cee oS. i Se Sis cca Fi oa beeen 2,483,581 1,177,140 
Lond MK 552s 5c wren one oe 9,958,244 7,666,612 
Reserves on 2,478,785 2,659,197 
Ordinary capital .,.........0+<. 5,000,000 5,000,000 


£100 ordinary stock at 1144 xd yields {6 19s. per tent. 


stocks were reduced sharply from £9,415,621 
(or 57.6 per cent) to £7,240,255 (or 47.2 per 
cent), As yet it is too early to judge whether 
these changes indicate the future pattern of 
investment by Cable and Wireless. But 
clearly much of the group’s income comes 
from equity shares, and as the excess profits 
tax on industrial profits may keep equity 
dividends at their present levels, shareholders 
in Cable and Wireless—and probably in other 
investment trusts as well—should not bank 
on a higher distribution this year. 


x 


Associated Electrical.—The full accounts 
of AEI help to fill in the details of the 
picture presented when its preliminary results 
were commented on in The Economist last 
week. Behind the recent rights. issue. of 
ordinary shares lay the solid achievement of 
a further increase in the value and volume 
of production last year, despite labour diffi- 
culties experienced in one of the most impor- 
tant of the group’s factories. This increase 
was not confined to the home market, as 
export sales, particularly to hard currency 
areas, were also increased. A steady increase 
in production, reflected in the rise in‘ trading 
profits from £8,439,937 to £10,321,225, 
cannot be secured in a period of rising prices 
without leading to some difficulty in financing 
additions both to fixed and working capital. 
The strain that this imposed is shown most 
clearly in the increase in the book value of 
stocks held by the group (from £23,464,714 


Consolidated earnings :—~ Years to December 31, 


1950 1951 

f f 
1 SM 6c ivi eacies vec cde 8,439,937 10,321,225 
Tot ee ee 8,605,377 10,490,702 
SPOROLTINNS. F's ki we nin. 3 Cada 810,154 879,744 
Replacement reserve ........... 950,000 1,250,000 
TNE os ieee arc ce ate 3,959,651 5,399,982 
Group earnings for ordinary stock.. 2,933,694 2,391,654 
Ordinary dividends............. 660,000 672,850 
Ordinary dividends (per cent.}... 20 

Retained by subsidiaries........ 5920 624,319 
General reserve... ......sesee0 «+ 1,250,000 1,000,000 
Added to carry forward, ........ 9, 69,948 

Consolidated balance sheet analysis :—~ 

Fixed assets, Jess depreciation.... 8,486,799 9,814,478 
Net current dssets...........0.5 27,973,278 30,005,149 
BOGUS. csi ea snes iinass dkbake 23,464,714 30,497,630 
COOR: 5. si <5ig Ba dee cee cess 2,104,806 1,116,144 
Reberves . 20 ia psse Sel de ade ees 22,060,063 24,925,791 
Ordinary capital........0.....6 6,000,000 6,625,947 


£1 ordinary stock at 68s. 9d. wd yields £5 16s. per cent. 


to £30,497,630), in the fall in cash balances 
(from £2,104,806 to £1,116,144), and in the 
borrowing. of £2,062,533 from the banks. 
The new money is needed to pay off this 
bank loan and to help to finance stocks, 
which will probably increase still further both 
in volume and value this year, Moreover, the 
group intends to spend about £5.5 million on 
rae wee he ~ 
even e en financial out- 
standing capital commitments were celta 

at £3,677,000. 


Obviously the group, with orders in hand 
worth £135 million, will need to make sub- 


next three years ;. 


stantial retentions from profits in addition to 
the £6.6 million raised by the new issue. Last 
year about £1,750,000, excluding the sum 
earmarked for the replacement of fixed assets, 
was retained by the group. Since the direc- 
tors are making prudent provisions to bridge 
the shortfall between actual depreciation pro- 
visions and current replacement costs, 
replacement has also made—and will make— 
a considerable call upon profits. Nor will an 
excess profits tax, added to the already 
burdensome-load of taxation, make any easier 
tlie company’s task of preserving its capital 
intact, let alone adding to it. Equity share- 
holders cannot therefore reasonably look 


beyond the promise already made that a. 


dividend of 20 per cent should be paid on 
the revised capital. 


* 


British industrial Plastics.—An expan- 
sionist policy of capital development, a larger 
and more even flow of raw materials, and the 
adoption of four-shift working have all con- 
tributed to the increase in output achieved 
by British Industrial Plastics in recent years. 
In the year to September 30th this continued 
expansion of output, together with increases 
in selling prices, caused a jump in group 
trading profits from £443,237 to £626,439. 
Within the year the group earned nearly 
£4 million from sales, including nearly £1.2 
million from direct exports. Equity share- 
holders have not been forgotten in this year 
of records. In 1950, a dividend of 20 per 
cent was paid on the ordinary capital of 
£580,892 and an interim dividend of 10 per 
cent-was paid on the same capital in 1951 ; 
a final dividend of 10 per cent has since been 
declared on the revised capital of £830,892 
as increased by a rights issue of 2,500,000 
2s. ordinary shares last June. In addition, 
equity shareholders are to receive a tax-free 


Years to September 30, 
1950 1951 
Consolidated earnings :— £ £ 

Teating CaGhit. «Ao. as 65 400 ts 443,237 626,439 
SO ONE 6 i ok. cs ce keane 453,379 630,599 
Reerecietiog. . .....sseee kes ckss 98,262 129,131 
eee an eens wate wh 166,849 257,113 
Group earnings for ordinary stock. . 109,719 83,47; 
Ordinary dividends. .........+++ » 63,898 74,119 
Ordinary dividends (per cent.}... 2c 20 
Retained by subsidiaries..:...... 24 6,487 
Added to carry forward...7..... 45,797 2,869 


Consolidated balance sheet analysis :-—— 


Fixed assets, less depreciation. ... 897,878 1,064,488 
Net current assets... .......0055 625,861 1,282,775 
NG ns ie cea k wah akss Yaw cen 467,077 720,498 
CO os chy s on eae le ee ka eee 206,244 695,094 
NN Se Se eS be 730,291 1,276,321 
Ordinary capital, .....,.... 200 580,892 830,892 


2s, ordinary stock at 5s. 9d. yields £6 19s. per cent, 


bonus of a halfpenny a share from the capital 
profit of £40,560 that arose when BIP sold 
its holdings in the Australian company, 
Beetle-Elliott Ltd. ; £20,069 of this profit has 
been transferred to capital reserve. The 
company’s issued capital is now completely 
out of line with its real capital, and the chair- 
man, Mr K. M. Chance, believes that this 
disparity can only be corrected by a bonus 
issue. But before such an issue can be made, 
Mr Chance appeals to preference shareholders 
to form a committee that can decide with the 
directors on an equitable scheme to convert 
the preference.share capital of £14,820 into 
ordinary shares. 


The new money raised by last year’s rights 
issue has enabled the company to weather an 
increase in stocks from £467,077 to £720,498 
without imposing any strain upon liquid 
resources. ; 
materials, especially woodpulp, has. forced 
the directors to create a contingency reserve 
to which £75,000 has been appropriated from 
profits and £15,600 has been transferred from 
a plant a reserve. ae exten- 
sions to the group’s fixed capital should begin 
to make their contribution to pes tb. 
year, and there should be no, difficulty in 
paying a dividend of 20 per tent on the 


increased ordinary capital. 


But the rise in the cost of raw 
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SECURITY PRICES AND 
YIELDS 





et hi 
Britith Fends | Price, | Price, | Yield, om 
and Mar. 5, Mar. 12,| Mar. 12, | ,; aod 
Guaranteed _ 1952 | 1952 — | $a67 
i n ? 
} Says sid 
War Bonds 24%...| 100% 9% 1236) 714 2 
Mar. 1, 1951-53 }2 2 3)3 51 
War Bonds 24%...| 100 98 (415 1/6 0 
Mar. 1, 1952-54 1228137 
Exchequer Stk. 2%! 99% | 968 | 2 7 1}3 9 
Feb. 15, 1955 
Serial Funding 13%} 100 9% (116 4/3 1 
Nov. 14, 1952 
Serial Funding 12%} 993 7 (28 O13 
ov. 14, I | 
Serial Funding 8H | 9% (25 413 4 
Nov. 14, 1954 
War Bonds 24%...| 99% | 962 | 213 4/318 
Aug. 15, 1954-56 wee Sis 5) 
Funding 23%...... 99§ | 98) | 817 1 (11 9 
June 15, 1952-57 (116 3/3 4 
Nat. Defence 3% -. .| 100 4 12 7 0/3171 
July 15, 1954-58 }117 513 7 
War Loan 3%..... 100k 983° 2 010/353 8 
Oct. 15, 1955-59 i; 116 1/3 4 
Savings Bonds 3%.} 91} 9 (| 416 4/6 7 
Aug. 15, 1955-65 12 9 413191 
Funding 24%...... 3h | 88°14 1 3/5 51 
April 15, 1956-61 i211 9/1316 
Funding 3%....... sop |. 88a? 1 4 5 6 5 16 
April 15, 1959-69 1235 814 7 
Funding 3%... .... 863 | 85 | 216 11/4 8 
Aug. 1, 1966-68 a 14 2/14 51 
Funding 4%....... 988 9} (213 9/414 
May 1, 1960-90 }2 § 4|4 5 
Savings Bonds 3%.! 844 829 (4 2 3) 513 
Sept. 1, 1960-70. | (216 214 8 
Savings Bonds 24%} 84 843 | 35 2 7 4 10 
May 1, 1964-67 1216 0/4 3 
Victory Bonds 4%.| 100 968 (2 4 3/14 2 
Sept. 1, 1920-76 
Savings Bonds 3%.) 82 80} 3.8 8|5 1 
Aug. 15, 1965-75 247147 
Consols 4% ....... 898 87H 12 8 2) 412 
Conversion 34% ...; 79%%| 773% | 2 7 6j 410 
Treasury Stk. 24%.) 58 56g* | 2 6 614 8 
(after Apr. 1, 1975) | 
Treasury Stk. 3%..| 684° | 66§* | 2 7 5/| 4 10 
(after Apr. 5, 1966)) ' 
Treasury Stk. 34%.| 875 86 212 6\4 9 
June 15, 1977-80 211 2)4 8 
Redemp. Stk. 3%..| 753% | 74* | 2141014 9 
Oct., 1986-96 i2lk 1/4 6 
War Loan 34%....| 79 ™m (2 71:)411 
Consols 24% ...... 6 58e* | 2 41114 5 
Brit. Elect.5%Gtd..| 82g* |. 81* |3 1 6/413 
April 1, 1968-73 1215 4|4 7 
Brit. Elect.3%Gtd..| 819° | 799" | 216 4/4 9 
Mar. 15, 1974-77 21310\4 6 
Brit. Elect.3p%Gtd| 88 | 87 | 221 9/4 9 
Nov. 15, 1976-79 210 6/47 3 
Brit, Tpt. 3% Gtd..} 77 748 | 219 81414 5 
July 5, 1978-88 213.814 8 9 
Brit. Tpt. 3% Gtd..J 629%} 81* | 3-1 6/413 8 
April 1, 1968-73 215 4/4 7 
Brit. Gas Gtd. 3%..] 76 | 744 (213 8/4 9 1 
Brit, Gas Gta. 34% 90§* auld 8 & 
rit. Gas Gtd, 34%. 21211}4 8 8 
Sept. 10, 1969-7, = 211 6\€ 7 4! 
Brit. Iron & Steel..| 872 | 85$ | ZL 11) 4 8 Lie 
__ 4%, 1979-81 311 314 8 2: 


(e) To earliest date. (f) Flat yield. (J) To latest daic 
(n) Net yields after allowing for tax at 9s 


6d. in / 


(s) Assumed average life 15 years approx. * Ex dividend 






Anglo-Am, 10/-. 


Anglo-Iran {1. 
Elec, £1.} 72/ 
Assoc. P. 


Cem. £ 





Price, | Price, | Yield 


Mar. 5, ‘Mar. 12,| Mar. 12 
1952'| 1952 | 1952 


| 


d 


wee bo ae 
otbaamaenkGaes 
SIH WS re ew 


o 


ee ee _ 
te 
~ oc 


~ 


pobhanS2Gunoun 
eee 


~ 
SESE ee VS ee Seen oP 


BS Be 8 B00 99 FE HO 9.00 OF CB 
iT) 
a 


efalis& 
$year 


~ 
pore 


| 





THE ECONOMIST, March 15, 1952 


° 





677 


Statistical Summary 


EXCHEQUER RETURNS 


For the week ended March 8, 1952, total 
ordinary revenue was £104,327,000, against 
rdinary expenditure of {58,546,000 and 
ssues to sinking funds £1,156,000. Thus, 
ncluding sinking fund allocations of 
26,172,000, the surplus accrued since April 
1951, is £448,246,000 compared with a 
rplus of {779,700,000 for the corresponding 


od of the previous year. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 






April 1, April 1, Week | Week 


nate 1950 1951 jended | ended 
1951-52).. © to Mar. | Mar. 
Mar. 10, Mar. 8, es ; 8, 
- : 
£000 | 1951 1952 | 1961 | owe: 
Receipts into the 
REVENUE Exchequer 


£ thousand 








Orv. REvEeNvE ; 
e Tax ..... (1624750'1323266'1551276) 34,264! 53,885 
tax ... _ | 128,000] 110,300! 117,400] 3,800' 4,200 
ite, etc., Duties | 180,000] 173,950) 171,700, 3,800 3,600 
tamps 55,000, 50,460, 58,000} 700: 900 
itsTax&E.P.T. | 312,650, 258,670 297,000 4,400 5,900 
ther Inland Rev. 5 545) 550) 20 20 
specialContributn.| 1,500} 4,640) 2,550) 200, 40 

; 

tal Inland Rev. 2302400,1921831 2198476) 47,184 68,545 
stoms......... | 930,500! 854,368 935,913! 14,475 20,100 
EXgise .....+ «++ | 720,500, 698,000 728,655) 2,690. 4,750 


rotal Customs and 
k ACISe 


1651000 1552368 1664568 17,165) 24,850 


62,000) 











Motor Duties .... 61,093, 64,281 136 730 
Surplus War Stores} 20,000) 37,237 sae id 3 
Surpi'sfrom Tradg.| 50,000; 80,905 , ees 

P.O. (Net Receipts); _ 5,400} 7,300 728 
Wireless Litences.} 13,600} 11,900, 12, ies bod 

Sundry Loans....| 27,000) 25,876: 23,02 34 30 
Miscell. Receipts. . | 105, 70,148 91,23 194° 9,441 
Total Ord. Rev... '42364003768658 41643 64,713 104327 


SELF-BALANCING 

ost Office ...... 

Income Tax on! 
E.P.T. Refunds} 


tT 





Issues out of the Exchequer 
EXPENDITURE to meet payments 
({ thousand 
OrD. EXPENDITURE | 
Int. & Man. of Nat. | ! 
Debe ta nies 535,000] 470,715) 503,256 
Payments to N.| i 
Ireland........} 38,000) 35,362} 37,39 
Other Cons. Funds; 11,000) 9,230) 10,699 
TOtel Sis wigeens 584,000] 515,307) 551,349 
Supply Services. . *3514062)2454.304 3138536] 57,244: 52,434 


Total Ord. Expd, . |*4098062)29 69611 3689885) 60,252) 58,546 
Sinking Funds ... | & 19,347) 26,174 ... | 1,156 


i 


2,998) 3,858 


“yo "a4 











Total fexcl. Self- 
Bal. Expd.)}.... 4098062 


Se.F-BaLancinc 


| ' 
Post Office ...... | 179,431] 158,200) 179,774 2,400) 2,272 
Income Tax on 


E.P.T. Refunds! | 4,900 7,801| 5,19 141; 62 


Total 42823933154959| 3901026) 62,793: 62,036 

* Including £6 million of the margin for Suppleméntary 
Estimates provided in the Budget (£160 million). 

After increasing Exchequer balances by 
£317,679 to £3,422,632, the other operations 
for the week increased the National Debt 
by £3,635,560 to 425,742 million. 


NET RECEIPTS (£ thousand) 


| 
988958) 3716057] 60,252 59,702 

















Land Settlement (Facilities) Acts, 1919 & 1921... g 
ee 

ost Office a elegra oney) Act, 1950 .... 1250 
EPT Refunds ee Tages ¥ Ea teigh gtey Vee s 77 
Export Guarantees Act, 1949, s. 3(2) ........5... 75 
Local Authorities Loans Act, 1945, s. 3(2)........ , 800 
Miscell. Financial Provisions Act, 1950, s. 2(1) 

N. Ivelansd Btheater 0555 Hi hey cele cass 971 
Development of Inventions Act, 1948, s. 11{2) ... 1 
Coal Industry Acts, 1946 to 1951... 04.0.5... 500 
Cotton (Centralised Buying} Act, 1947, s. 21(1).. 10,000 
Miscell. Financial Provisions Act, 1946, s. 2(1) 

War Damage: War Damage C POM sas ty 3,000 
Miscell. Financial Provisions Acts 1946 & 1950: 

Civil Cont ON PS es hb 5s is oh hed 25,000 
Finance Acts, 1946 & 1947; Postwar Credits. . .. 275 

47,949 


| 2,040: 


3,008 6,112. 


CHANGES IN DEBT & thousand} 
RECEIPTS PAYMENTS 








Treasury Bills -... 21,602 ® Def. Bonds... 790 
Nat. Savings Certs. 1,100 3% Def. Bonds.... 2,799 
Other Debt :-— ’ Tax Reserve Certs. 3,519 
Internal ...... ‘ 69 Other Debt :— 
External .;..°. 24 
Ways & Means Ad- 
VORCCS tn ccsvss 12,6005 
22,771 19,137 








FLOATING DEBT 


£ million) 



















Treasury Ways & Means } Treas. 
Bills Advances De 
Float- 
ete 8 ing 
Tender} Tap Debt 









4631: 


+} 
15 4718-1* 3-8 
<a 4782- +1 










| 
jan. 5) 4760- 2 
, 12h 4723-4° 7 
” Jol 4643-5" 8 
» 26 "601+! 5 


ects statcateniastaatin tate Cl lll LAA 


! 
4248- 
4200- 









Ca I 


Mar 1)2190-0/ 1994-8 


8} 2220-0 | 1986-4} 310- 


Ow 





” 


* The proportion of tender and tap Bills surrendered for 
| 1} per cent Serial Funding Stock is unknown, therefore 
the tota] of tender Bills outstanding cannot be calculated. 


TREASURY BILLS 


(£ million} 












Amount Average jAllotted 
Date of Rate at 
Tender of Min, 
Allotment 





















| 339-3 | 260-6 
Dec. 7 | 170-0 | 225-3 | 170-0] 19 3-26 13 
» 14 ]2170-0 [ 234-0 | 170-0] 19 6-88 60 
» 621 | 170-0 | 236-1 | 160-0} 20 2-27 49 
i 170-0 | 188-3 | 150-0] 19 4-06 82 
1952 
Jan. 4 | 150-0 | 212-4 | 150-0} 19 3-39 él 
» 1 | 150-0 | 217-3 | 190-0} 19 6-90 i 
» «18 | 170-0 | 240-4 | 170-0] 18 11-05 62 
, 25 1170-0 | 247-2} 170-0] 19 10-74 55 
Feb. 1 | 170-0 | 249-8 | 170-0 0-64 
» 8 | 120-0 | 239-9 | 170- 7-01 
» 15 | 190-0 | 264-2 | . 
, 22 | 200-0 | 271-1 | . 
» $29 | 200-0 | 249-5 | 


239-2 


March 7th applications for 91 day bills to be paid 
from March 10 to March 15, 1952, were accepted dated 
Monday to Saturday as to about 75 per cent at/99 14s. 10d. 
and applications at higher prices were accepted in full. 
Treasury Bills to a maximum of £200 million were offered 
on March 14th. For the week ended March 15th the banks 
were not asked for Treasury deposits. 


NATIONAL SAVINGS 
£ thousand 


Totals 48 Weeks 
ended 





avings Certifi 









ROOM 625. bc aes scons 109,500! 142,400 3,500 
Repayments. .........-. -| 120,900, 125,60q 2,800 
Net Savings ....5....... Dr11,400, 16,800 700 
Defence Bonds :-— 
Receipts. .......<....... 21,550: 52,6 755 
epaymentS .. 666 6c. cess 44,605 66,0 1,175 
Net Savings ....<. Cats Dr 23,055 Dr 13, 420 
P.O. and Trustee, Savings t 
Banks :— | 
MOON 65S oss - | 605,550 646,1 13,474 
Repayments ............ 658,728 736,582) 14,414 
Net Savings ............ Dr53,178 Dr90,388 Dr 940 
Total Net Savings. ........ Dr 87,683 Dr86,987Dr 660 
Interest on certificates repaid | 27,072 31, 742 
Interest accrued .........< - | 136,259 316,7¢ 2,503 
i Change im total invested.... 4 554 — 1744+ 1.101 


BANK OF ENGLAND 
RETURNS 


MARCH 12, 1952 
ISSUE DEPARTMENT 


. + 

Notes Issued:- 3 Govt. Debt... 11,015,100 
In Circulation 1380,230,429 Other vt 

In Bankg. De- Securities ... 1385,744,817 

partment... 20,126,394; Other Secs. ... 727,498 
Coin other 

than gold). ... 2,512,585 

Amt. of Fid.————————- 

Issue . . 1400,000,000 


: Gold Coin and 


Bullion at 
; 248s. per oz. 
fine) ..... 356,823 
1400,356,823 1400,356, 823 
BANKING DEPARTMENT 
Capital ...... 14,553,000 Govt. Secs 343,112,853 
ROSE swe vine 3,922,067 Other Secs 40,564,893 
Public Deps.- 15,261,193 Discounts and 
Public Accts.* 14,787,605 Advances... . 15,648,450 
H.M. Treas. Securities. . 24,915,44 
Special Acet. 493,588 
Other Deps.:~ 371,596,870 
Bankers. .... 286,092,871 | Notes... .. 20,126,394 
Other Accts.. 85,504,499 Coin 1,548,990 
405,353,130 405,353,130 
* Including Exchequer, Savings Banks, Commissioners 


of National Debt and Dividend Acc 


COMPARATIVE ANALYSIS 
(£ million) 


ounts. 













Mar. | Mar. 
§ | 





11380: 


SbF bc cde ea este 33-3 25-2 26-1 
Government debt and 
securities® ......00%5 1396-8 13596-81396 -8 
Other securities ........ 0-7, OT 6-7 
Gold and coin.......... 29 2-9 2-9 
Valued at s. per fine os... 248/0' 248/0. 248/0 
Banking Dept. :— 
eposits :—~ 
blic Accounts........ 11-8 19-6 14-8 
Treasury Special Account o-4 O68 O85 
PE i 6. cSn we ce weeds e 283-0, 274-2; 2862 
CROMNR is Fas vin Sv de dbs 83-1 83-7 85-5 
Total...... ease euecees 378-3 378-1, 386-9 
Securities :— s 
Government. .........-+ 311-8 334-5 343-1 
Discounts, etc. ......... 17-7 9-5 156 
RT ocx cctawt Oebns dee 32-3; 25-8 24-9 
NS + She O00. os bkew kaos 361-8 369-8) 383-6 
Banking dept. res......... 34-9 26-8 21-7 
Q ° « 
“ Proportion ”...... +. as 9-2; 7-0} 5-6 


* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from £1,450 million to £1,400 
million on January 16, 1952. 


“Tur Economist?’ INDEX OF WHOLESALE 
Prices (1927= 100) 





ar. 









eb. 26, . , 

1952 | 1952 _ 
aa bah : 79-2 179-3 
eusuanbedes 2: 195-2 195-4 
Rs 66 56 kd edna ao 338-3 239-3 235-1 
SE ee eee 335-4 372-5 590-9 
Miscellaneous .......... 195-8 192-3 192-3 
2243 225-5 


308-6 


GOLD AND SILVER 


The Bank of England’s official buying price for gold 
was raised.from 172s. 3d. to 248s. Od. per fime ounce on 
September 19, 1949, and the selling price to authorised 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :— 


310-3 





SILVER 








he get es 
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Che Chartered Bank ot India, 


(Incorporated by Royal Charter, 1853.) 


CAPITAL STOCK, Authorised and fssued £3,000,000 


Head Offes: 33 BISHOPSGATE, £.C.2. West Eu@ Branch: 23 CHARLES It ST., HAYMARKET, 8.W.1L 
Manchester Branch : 


Bee Saar sll Aietir ge, nei GE AEE hia: GAARA staal GR ce 
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52/54 MOSLEY ST./ MANCHESTER, 2. 


“BALANCE SHEET, 3ist DECEMBER, 1951 





1956 ees "[950. 
é £ a £ 
3,000,000 Carrrat, Sroox, Aurtorisen asp Isavep ‘ 3,000,000 $1,430,977 
(There is under the Charter a reserve liabBity of the Stook- eoremERer ere 


holders equal to the amount of Stock issued.) 


£909,500 Reserve Fonp ‘ See aoe 4,000,000 
365,888 Prorit axp Loss Accoust os 397 433 
7,365,836 7,397,433 
Cursent aNp Ornee Acoounrs, including Reserves for Con- 
tingencies, Taxation on a to date and we —. 
150,204 804 , ments ea ‘ ‘i ; . 169,145,008 
16,938,240 Fixup Derostrs ow ve =: 1.8, 605, 700 
3,000,527 Norzs 1x CrecUnation against Becarity per contra ... oc 2,549,629 
1,363,904 Bras Pavaste ana ae 2,530,593 
1.234,902 Loams Pavanue ; ° 1,400,833 
331 Durosrra py Nomixes SupsrpraRces pen os one 381 
4,544 Devosir sy Tavsrex Susstpiary i wa oes 8,993 
132,000 Prorosep Fisat Divipewp, leas Income Tax. net 110,250 
ACOEPTANCES, inc oe ak eaten to ac ——. on account of . 
13,757 562 Customers ... om oe iA Be, 066 
136,236,804 206,235,446 
Norss :—~(1} ‘There are contingent Habilities on Bills re-discounted 


219,553,080 (1950, £14,129,629) (of which £13,421,153 has run off at 3rd March, 
1952) and commitments in respect of Confirmed Credits, Guarantees and 
Forward Exchange Contracts. 

(® Contracts for outstanding capital expenditure on premises 
amount to approximately £277,900 (1950, £151,900). 

(3) Aasets and Liabilities in foreign currencies have been converted 
into sterling at approximately the rates of exchange ruling on 3lat December, 
195i. 

(4) Under Part Til of the Eighth Schedule to the Companies Act, 
1948, the Bank is @xempted from showing the aggregate amount of its reserves 
and the movements therein. 


W. R. COCKBURN, Chief General Manager. 
H. F. MORFORD, Deputy Chief General Manager. 
W. H. CARRICK, Chief Accountant. 
£193,602,840 
canned 


ani 3 632, 379 








REPORT OF THE AUDITORS TO THE STOCKHOLDERS 

We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purpases of, our andit. 

been kept by the bank so far ad appears from our examination of those“books, and proper returns adequate for the ee ef our audit have been recelved ffom 
visited by us. We have examined the annexed balance sheet and profit and loss account of The Chartered Bank of 


retarns as aforesaid. 


In our opinion and te the best of our infprmation and according to the explanations given to us the said accounts give the information required 








“Australia & China 


RESERVE FUND £4,000,000 


Branch: 27 DERBY HOUSE, EXCHANGE BUILDINGS, LIVERPOOL, 2. 





a 
a ¥ 
Ocesevr Aasers, Casa 1s Hawn, at Cate ANd at Bayxues 38,804,14 
GoveRNMENT AND OTHER SeouRivins at am VaLua— 
44,964,185 Quoted on London Stock Exchange one uae +. 49,827,020 
7,779,969 Quoted on Overseas Stock Exchanges = .. 9,059,198 
Dominion Government and other Securitics at Local 
3,122,550 quotations eed wd ae vine ie che oni 3,215,127 
Seen pre 62,101,048 
Howxscone Goverswent Cerriricares or InpseTEpwess for 
“L Ww %, 278 surrendered coin lodged against Note Issue... 1,179,278 
Batrise Government Securtrixa at Market Value (Quoted oa 
1,767,500 London Stock Exchange) lodged against Note Issue 1,750,000 
2,946,778 Seems 2,929,274 
Busta or Excravox, including United oe ~~ ——_ 
14,244,427 Treasary Bills w 13,887,101 
67,167 831 Apvances To OvstoMEns AND ornare Accouwrs | 86,779,492 
Batayce or Rewirrayvers, Dears, gro., 8 TRaNsIt Sabeae 
5,569,513 Head Office, Branches and Agencies... 547.3593 
~ Laasuary or Cosromers ror ae tnctuding under 
13,757,502 takings to accept, per contra . 113,854,046 
190, 973,722 810,933.92 
FEED ASSETS — 
Sussipragi«s — Shareholdings at cost— 
Allahabad Bank, Limited—37,643 Ordinary Shares of 
Rs. 100 each of which 14,666 are fully paid and Te are 
747,705 paid up to the extent of Ra. 50 per share oa ii 747,706 
The Chartered Bank (Malaya) Trustee Limited — 
17,409 30,000 Shares of Straita $10 each, $5 paid ja 0 17,600 
st Nominee Companies .. 331 
The net assets of the Nominee Companies amount to £341, 
ate represented by deposita with the Bank, per contra. _— 
765,686 766,588 
Banc Pasutees asp Frasrroes, at cost less amounts written 
1,842,707 off 1,012,744 
20, ‘825 Trave levesrment, representing Property (at cost)... oe 20,835 
2, 2,628, on 2,698,955 


V. A. GRANTHAM, CAsirman. 
3. L. MILNE, Deputy Chairman. 
4. TAIT, Director. 


£193,802 840 
—— 





the 
India, Australia and China, which are in agreement an 


£213,632,470 
a 





To our opinion proper books of account have 


by 
the manner so required for banking companies, and, on the basis indicated in Note (4) on the balance sheet, such balance sheet gives a true and fair view of the state of the bank's affairs as at 
Sist December, 1951, and the profit and ioss account gives a true and fair view of the profit for the year ended on that date. 


We have also examined the annexed accounts of the subsidiaries, Allahabad Bank Limited and The Chartered Bank (Malaya) Trastee Limited, which have not been audited 


by as. Subject 


ia our opinion such accounts have been properly prepared in accordance with the provisions of the Companies Act, 1945, so as, in conjunction with the acoounte of the bank as sudited by aa (which 


date of the bank and its subsidiaries so far a4, concerns steckholdérs of The Chartered Bank of India, Australia and China. 


DELOITTE, PLENDER, GRIFFITHS 
W. A. BROWNE ° co. 


Auditors, 


include particulars regarding Nominee Companies), to give on the basis mentioned above s true and fair view of the state of affairs as at 31st December, 1951, and of the profit for the year ended on that, 
& OO. } 


Louw jon, 5th March, 1962. 


1950. 





zx . & s 
ALLOCATIONS — 

200,000 Amount written off Bank Premises ... om deo ow ie 200,000 

25,000 “Officers’ Pension Fund > ooe oor oo soe ses 125,009 

$3,000 Widows’ and Orphans’ Fund ade oe one oe 20,005 
590,040 Contingencies Account ae ont pa oes ose 190,000 
£45,969 445,909 

Divipsspa Parp awp Proposmp, lew tacome tar— 

99,000 luterim 7 » paid 28th — 1951 pm ows 116,250 
132,000 Final 7% proposed . ous oes =e 110,250 
231,000 14% 220,500 
265,834 Batasce Prorosep ro ss Oasaren Forwaap ove oe 


397, Ss 


£1, O41, 336 
aimatanalaad 


NOTICES : 


COMMITTEE OF LONDON CLEARING BANKERS 
NOTICE IS HEREBY GIVEN that the maximum rate of interest 
allowed by the undermenitioned London clearing banks on deposits, 
which must be lodged for a minimum period of 21 days and be subject 
to a minimum notice of withdrawal of 21 days, will be 2 per cent 
per annum until further notice:— 
Barclays Bank Limited 
Coutts and Co, 
District Bank Limited 
Glyn Mills and Co, 
Lloyds Bank Limited 
Martins Bank Limited 
Midland Bank Limited 
The National Bank Limited 
National Provincial Bank Limited 
Westminster Bank Limited 
Williams Deacon’s Bank Limited 
Fer the Committee of London Clearing Bankers. 
A. I, HAN 


London, March 11, 1952, 


PPERRANTI LTD. have an important vacancy for a man of suitable 


qualifications and ex ae to study the uses of the Ferranti 
Electronic Computer in 


, Secretary. 





See e accounting a and statistical calcu- 


lations. He will be romuire repare detailed reports on systems 
now in operation and’to a * th mathematicians on the problems 
which arise in the application. of aay 


techniques. 
Permanent. staff ap; i superannuation benefits and 
generous ore acco 


Forms application m Mr, n 7 ‘Herbert, Staff Ma 
Ferranti itd. ollinweod, Lancs, Please quote reference DC Comma, 


enccpaiteenrpsiemcainantgentn tna tn SSE seein neater stpren teres 


__ PROFIT IT AND LC LOSS ACC ACCOUNT for the y the the year ended 3ist “DECEMBER, 1951 


pe 


£ 
409,029 Batace Brovont Forwaro raom Sist Decempag, 1960 


Prortt, after providing for Taxation and after making allocations to Contingency 
Accounts, out of which Accounts full provision bas been made for diosinution 


632,307 in value of assets 
NOTES :—~1) 


services amounted to £19,230 (1950, €16,260). 


Chartered Accountanta 








The aggregate emoluments received by the Directors for their 


e 
365,336 


697,007 


(2) The somiaee subsidiaries do not trade and their accounts show 


aeither profit nor lose 





21,041,836 


£1,062,955 
— 


KUMASI COLLEGE OF TECHNOLOGY, GOLD COAST 
(PRINCIPAL: J. P. ANDREWS, D.Se., FP. Inst.P.) 
Applications are invited for the undermentioned posts in th- 


DEPARTMENT of COMMERCE: 
{a) 4 Lectures (Grade Feat in @) 
Economic History and Geo hy, (4) 
(b) 2 Lecturers (Grade Doe “ 
(¢) 1 Lecturer or Senior Lecturer in 
Candidates should have iperenrints teachi 
possess at least Graduate or equivalent 


nomics. 


might be arranged). Salary scales: 
Lecturers (Grade I): 

Lecturers (Grade II): 

' Senior Lecturers: £1, 208-£1,790. Der 

Above scales include overseas 


lish, (2) Mathematics, © 


(1) icoamataaat: (2) Law. 
Local Government Subjeci:. 


experience and must 
essional 


walifications. 
Posts are pensionable (in exceptional cases appointment by contrac’ 


£798-£1,147 per annum. 
£798-£1,450 aged omy annum, 


temporary salaries 


cost-of-living 


allowance of approximately 15 per Poole se (£540-£730, 
£540-£1,000 and £1,200 respectively), Point of entry according 
to qualifications and experience, Income tax at rates much 
lower than U.K. rates. Leave on full salary at rate of 7 days for 
each completed month of resident service, normally but not neces- 
sarily taken annually, Free first-class passages eet eae way for 
each tour of service for successful candidate, ite, ‘and children 

under 9 up to three in number eee: their ir residing in the 
Gold Coast for a minimum of the tour, Partly 
furnished salary provided at ot 'Fomtal wal mot ling 10 per cent of 

Further cen conte om eines of applica- 
tion is obtainable Ay on Colon 
cae es, 15, 3, Victoria. ‘Street oat, Series 
sho be addressed to be. Bu fore 
March 29, 1952, 
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THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


ACCOUNTS REVEAL FURTHER EXPANSION 


GREAT BRITAIN’S BALANCE OF PAYMENTS PROBLEM 


FINANCIAL AND TRADING CONDITIONS IN FAR EAST 


GIGANTIC REVOLUTION IN A DECADE 


MR V. A. GRANTHAM ON THE POSITION AND OUTLOOK 


The ninety-eighth ordinary general meet- 
‘ng of The Chartered Bank of India, 
Australia and China will be held on the 
Bank’s premises at 38, Bishopsgate, London, 
E.C., on April 2nd. 


The following is the. statement of the 
chairman, Mr V. A. Grantham, which has 
been circulated with the report and accounts 
for the year ended December 31, 1951:— 


Before presenting my statement reviewing 
the affairs of the bank, I would refer to the 
sorrow which has come upon the Mother 
Country, the British realm overseas, and the 
Commonwealth of Nations through the death 
of His late Majesty, King George. Through. 
out the eastern lands, among people of 
diverse races and allegiances, there have been 
in recent weeks many touching evidences of 
the universal respect and admiration in 
which the King was held. 


With devotion and loyalty we pay homage 
to Her gracious Majesty the Queen, con- 
fiding that her reign may be long and indeed 
happy and glorious. 


A CENTURY IN RETROSPECT 


Almost a hundred years have passed since 
Her Majesty’s ancestor, Queen Victoria, 
granted to this bank a Royal Charter, and I 
hope that, in 1953, it will be possible to 
mark in some way the attainment by the 
bank of its first centenary. 


In the course of this survey I shall refer 
to some of the political and economic factors 
which, to a greater extent than formerly, 
influence the administration of the far-flung 
branch organisation and world-wide business 
interests of the bank. When making my last 
report I paid tribute to the devotion to duty, 
ae and skill with which our overseas 
branch managers and their British and Asian 
colleagues continued to serve the bank under 
conditions of difficulty, discomfort and often 
danger. Few people who are not concerned 
from day to day with British commercial and 
financial operations in Asia are able to 
comprehend the significance of the political 
and social changes which have taken place 
during a decade which may well prove to be 
one of the great watersheds of world history. 
Never have there been in so short a time 
Such extensive transfers of sovereignty. 


A revolution on so gigantic a scale might 
have been expected to extinguish institutions 
more firmly established than the branch 
organisation of a commercial bank controlled 
and directed from Western Europe, but it 


_Tt is no 


TRIBUTE TO BRANCH MANAGERS 


An important factor in this signal achieve- 
ment has been the readiness with which our 
branch managers have adapted their way of 
life to unfamiliar social conventions and new 
forms of government and jurisdiction, and 
adjusted their professional technique to 
changed commercial customs. In countries 
proud of their newly acquired standing 
as sovereign nations and highly sensitive to 
criticism, the bank’s officers have shown 
patience and comprehension, and manifested 
an unfailing helpfulness which has won the 
confidence of the new generation of adminis- 
trators and made possible an extensive 
enlargement of the bank’s clientele. It is a 
privilege to be able to acknowledge that the 
bank is extremely well served by its British 
and Asian staffs at home and abroad, and 
that they have never been led so successfully 
as they are to-day by the general managers 
under the guidance of Mr Cockburn and Mr 
Morford. 


Throughout the period of the war, revolu- 
tion and political change in the East, the 
bank has survived with added prestige and 
a considerable accession of strength, and I 
venture to hope that it will go on from 
strength to strength through the storms and 
stresses which must be expected to accom. 
pany the inauguration of what can best be 
called the New Order in Asia. 


IMPARTIAL SERVICE 


On previous occasions I have often said 
that throughout its existence the bank has 
sought impartially to serve the needs of the 
commercial communities, irrespective of 
nationality, in the countries to which its 
representation extends. Fifteen years ago 
the numerous Asian territories served by the 
bank had many economic interests in 
common. Their fiscal policies were on the 
whole liberal. Exchange control and 
autarchical conceptions of government were 
almost unknown. © out the area there 
was freedom for British citizens to reside and 
to trade, and between the governments of 
Southern and South-Eastern Asia, and to 
some extent those of the Far East also, there 
was a large measure of political accord and 
economic co-operation. In time the adminis- 
trations of the newly emancipated national 
states will no doubt restore some measure 
multilateral trading, but, in the meantime, 
the political fr tation of that great 
trading area, which extends from the Arabian 
Sea to the Pacific Ocean, must continue to 
confront the bank with many new and 
recurring problems of management and 
administration. 


| patie. She conere- 
area served bank 
and to formulate policies, however limited in 


‘ 


to the establishment for 


as a whole. Each territory in which the bank 
conducts business must be viewed, and to a 
large extent managed, in isolation from the 
rest. economic phenomena are 
common to several of the Asian countries, 
but so widely do political systems diverge, 
that it would be dangerous to apply the 
experience gained in one to the solution of 
parallel problems in another. Perhaps some 
slight comfort may be discerned im the 
present situation from the reflection that 
erises of confidence, if not political crises, 
are less contagious than they were. 


Management.—At the beginning of this 
year the board appointed Mr W. G. Pullen 
to be a general manager of the bank. 


THE BANK’S BALANCE SHEET 


Again this year the accounts indicate a 
further expansion of the bank’s business, 
and the total of the balance sheet at 
£213,632,879 is the largest we have ever 
shown, as it exceeds the figure for last year 
by £20,030,239. It is only fair to say, how- 
ever, that the very great expansion which 
was evident during the first six months of 
the year under review, has been partly offset 
by a moderate recession in the latter half 
of the year, and that this recession has con- 
tinued into the present year, so that we may 
look for lower figures in future. 


On the left-hand or liabilities side of the 
balance sheet, current and other accounts, 
fixed deposits, bills payable and loans pay- 
able are up by £18,940,198, £2,567,460, 
£666,688 and £165,931 respectively, all these 
items being sound indicators of increased 
business. On the other hand, notes in circu- 
lation and acceptances are down by £450,898 
and £1,873,436 respectively. The reduction 
in notes in circulation reflects a slight reces- 
sion in our business in Hongkong, where 
alone among all our branches the bank still 
issues notes. The reduction in the figure 
for acceptances reflects in the main increased 
competition from other banks in Japan for 
this class of business. 


SUBSTANTIAL INCREASES 


On the right-hand or assets side, cash in 
hand, at call and at bankers, Government 
and other securities, and advances to cus- 
tomers and other accounts, all show 
substantial increases, the figures being up by 
£2,373,210, £6,235,254 and £19,621,66! re- 
spectively, while decreases of (£17,500, 
£1.357,336 and £1,873,436, are shown in the 
figures for securities held against the note 
issue, bills of exchange and liability of cus- 
tomers for acceptances respectively. The 
increases in cash in hand, at call and at 
bankers, and in the amount of government 
and other securities, represent the result of 
our efforts to maintain a strong ec of 
liquidity in the face of the increased 

accommodation in the shape of advances 
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to customers and other accounts which has 
persisted throughout the year. 


The diminution in the amount of securities 
held against the note issue represents depre- 
ciation only, and it will be clear that there is 
a surplus in this account which could be 
withdrawn and added to cash in, hand or 
government and other securities, but which 
is being retained in case there should again 
be an expansion in notes in circulation. The 
decrease in bills of exchange reflects the 
moderate recession in business which took 
place in the second half of the year and to 
which I have already drawn your attention, 
while the fall in liability of customers for 
acceptances, balances the reduction in accept- 
ances on the liabilities side and is, of course, 
due to the same cause. 


PROFIT AND LOSS ACCOUNT 


The net profits for the year are £697,097, 
an increase of £64,290 over those of last 
year, which themselves reflected an even 
greater increase over those for 1949. 
Throughout the last three years. there has 
been a general deterioration in working con- 
ditions in almost every country in which the 
bank operates, accompanied by higher and 
ever higher working costs, and only the fact 
that the bank has handled a progressively 
increasing volume of business in each of 
these three years has enabled us to show an 
increased net profit return on each occasion. 
Last year I said that we should be prepared 
from then onwards for diminishing , net 
returns and, although we are, this year, 
fortunately able to report not diminished, 
but greater, net returns, it would be fool- 
hardy, in the face of the recession we are 
now experiencing, although so far this has 
been of moderate dimensions, not to be pre- 
pared for some reduction in future net 
profits. While we may still hope to mcrease 
our share of such business as is available, 
our turnover must in the end, be related to 
the volume of trade in the countries. which 
the banks serve. 


The stockholders will be only too well 
xware that there has been a considerable fall 
during the, year in the market value of our 
investments in government securities. Our 
holdings are all dated, and predominantly 
short-dated, so that the losses that have been 
provided for should be largely recovered in 
due course. Suffice it to say that all losses 
have been fully provided for out of our 
internal reserves, and that in the meanwhile 
the prices at which these securities now stand 
in our books bear a more realistic relation- 
ship to current rates of interest. 


DIVIDEND AGAIN 14 PER CENT 


We paid an interim dividend in September 
last of 7 per cent, less income tax, absorbing 
£110,250, and it is proposed that, out of the 
balance now available, a final dividend of 
7 per cent, less income tax, should be paid, 
costing £110,250, making the total distribu- 
tion for 1951, 14 per cent, as was also the 
case for 1950. 


We propose to repeat the allocations made 
last year to the pension fund and the widows’ 
and orphans” fund of £125,000 and £20,000 
respectively. The calls on these funds con- 
tinue to be heavy and it is necessary to build 
them up against the future. Even so, the 
pension fund only provides for more or less 
uniform payments to all senior officers and 
does not permit of senior officials, and in 


particular officers serving abroad all their * 


lives, receiving on their retirement pensions 
bearing some relationship to their active ser- 
vice emoluments. It is clearly of importance 
that the remuneration of all members of our 
staff should be adequate. Apart from the 
simple question of justice, it is obviously to 
our interests to provide emoluments that 
attract the best men to our service. 


During the year, therefore, your directors 
decided to inaugurate a supplementary pen- 
sion scheme which, in the case of senior 
officials and officers serving abroad, would 
not only increase the ultimate pension, but 
would, during the service of such members, 
give substantial benefits to dependents in the 
event of the untimely death of the member. 
This scheme is fully covered by insUrance 


and will involve the bank in annual payments © 


which will vary in amount according to the 
numbers of staff embraced by the scheme. 
Our opening contribution was made to the 
debit of profit and loss account prior to strik- 
ing our profit figure for the year, and we 
propose to follow this procedure in future 
years. I feel sure that the stockholders will 
approve of what has been done. 


PREMISES ACCOUNT 


Considerable expenditure continues to be 
incurred in meeting the cost of extensions 
and renovations of bank premises and in the 
provision of houses for our officers in the 
eastern branches, and .the board therefore 
propose that again £200,000 should be 
applied toward writing down bank premises 
and furniture account. Our Singapore office 
extension was recently completed, and we 
are informed that this large and profitable 
branch is now a most imposing edifice, pro- 
viding every possible facility for a full bank- 
ing service, including an up-to-date safe 
deposit for our customers and the public. 


Finally, it is proposed once again to trans- 
fer £100,000 from profit and loss to con- 
tingencies, leaving £397,433 to be carried 
forward to next year, an increase of £31,597. 
I trust the stockholders will approve of our 
proposals. 


STRUGGLE FOR STABLE GOVERNMENT 


I propose to continue my practice of 
reviewing conditions in the areas in which 
the bank operates ; but I would ask you to 
bear in mind that there are now so many 
imponderables on the far eastern horizon, 
particularly with the Korean trouble still un- 
settled, that it is umwise, if not impossible, 
to express views with complete frankness or 
any assumption of authority. Everywhere 
we see the struggle for ‘stable government 
against Communism. In every country in 
which we operate the impact of Communism 
is felt in a greater or lesser degree. Every- 
where the paramount need is for peace and 
confidence in place of war and suSpicion, but 
unfortunately the solution of. the world’s 
troubles which @%n in the main be traced to 
one source, is not yet in sight. 


In the meanwhile,’ the attraction of such 
lands as the three Delta countries of Indo- 
China, Thailand and Burma, the granaries 
of South and South-East Asia, to a country 
so immense and thickly populated as China, 
is, unfortunately, obvious. China has been in 
the past, and is reputed to be again, self- 
supporting in food grains, while, for some 
years past, India and many other lands in 
South and South-East Asia and the Far East, 
have depended upon rice from the three 
Delta countries for some portion of their 
annual requirements, so that the mere pos- 
sibility that the produce of these three coun- 
tries might be lost to South and South-East 
Asia is an arresting thought, which must 
leave no doubt in the minds of the United 
Nations Organisation that they must be pro- 
tected from violation, the more so as their 
loss would leave Malaya exposed and Indo- 
nesia in danger. 


: We recognise, and are alive to, the threat 
inherent in the present political situation in 
the Far East ; but, as our interests are purely 
economic, we can only hope that the counsels 
of peace will prevail and that we shall be 
permitted to carry on our normal function of 
assisting trade and commerce in the Far East 
without interruption or molestation. 

I shall now proceed as usual to devote 
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several paragraphs to each of the countri-; 
in which the bank maintains branches ; bur [ 
feel that I must, without further delay, ref-; 
to the position of our offices in China instead 
of relegating my remarks on that area to the:- 
normal place in my review. 


CHINA 


The bank first opened its Shanghai bran 
in 1858, and, in spite of many vicissitude 
it operated with success and was effective 
aiding the trade and commerce of the count: 
until the outbreak of war with Japan |) 
December, 1941. Stockholders will not nee 
to be reminded that our officers were th: 
interned and suffered considerable hardship; 
until the Japanese were defeated, or that the 
were among the first to return to China : 
assist in the ‘rehabilitation, not only of ou: 
own business, but of the trade and commerc: 
of China. Exchange control and deprecias 
tion of the currency under the Kuomintanz 
Government nullified all efforts to rehabilira:= 
China as one of the great trading nations of 
the world, and, although since the advent 5! 
the People’s Government, the internal valuc 
of the currency has been stabilised, com- 
merce with the outside world has declined, or 
is handled on a governmentally-controlled 
basis, and our usefulness in China as an ex- 
change bank appears to be at an end. As a 
first step, therefore, we have sought per- 
mission of the financial authorities of the 
People’s Government to close our Tientsin 
office, and, although our Shanghai office 
remains open for the time being, a great 
exodus of foreigners has taken place from 
Shanghai and China generally, and we are 
handling very little business now, even in 
Shanghai. 


John Hay, who was Secretary of State in 
the United States Government at the turn of 
the century, is credited with the assertion that 
he who understands China holds the key to 
the world’s politics for the next five hundred 
years. This bank has a longer experience of 
Chinese affairs than has been given to any 
other foreign financial institution, and, 
although many of its officials, both past and 
present, have striven diligently to find the 
key, none has been successful. The record 
of the bank in China over 2 period of nearly 
a hundred years is one which we are reluctant 
to bring to a close, but there would appear to 
be no alternative. 


INDIA 


While external developments. inevitably left 
their impress upon the Sadian economy 
during the year, there has been within the 
country an all-round increase in industrial 
production, due to an improvement in labour 
conditions, better transport facilities and a 
greater availability of zaw materials, especially 
cotton and jute. On the other hand, pro- 
duction of food has not come up to expecta- 
tions or requirements and, in spite of all 
that is being done to enlarge the country’s 
capacity for growing food, the task of making 
India self-supporting in this direction, already 
almost insuperable, is one of ever-increasing 
magnitude due to the perpetually rising tide 
of population. 


The deficit in food supplies during the year 
widened to some three million tons and, but 
for timely assistance from a number of 
countries in the shape of food grains and 
shipping space, famine worse than any known 
in recent years would have been inevitable. 
Much of the aid which saved the country 
from disaster came from the United States, 
by means of a loan of two million tons of 
wheat, the rupee proceeds of which India 
has now been permitted to utilise in financing 
development projects. 


RAW MATERIALS 


Notwithstanding the greater availability of 
raw materials, including jute and cotton, 
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these two commodities remained in 
suficiendy short supply to prevent the 
achievement of full-scale produCtion pro- 
grammes, while the steady rise in the prices 
of both jute and cotton exerted considerable 
inflationary pressure throughout the year. An 
nereement covering the exchange of a num- 
ber of commodities was negotiated by India 
anc Pakistan on February 25, 1951, under 
which India was to obtain from Pakistan 
snier alia 35 lakhs of bales of raw jute 
between the date of the agreement and June 
30, 1952: 


Early arrivals of ‘jute were below expecta- 
sons, however, and although the agreement 
had the immediate effect of easing pressure 

demand and prices, it soon became evident 
that the growers were in a much stronger 
posisen to hold the commodity until. the 

e suited them, and no doubt this has been 
~ main factor, together with demand from 
her manufacturing centres, in keeping 
ieliveries to India well below the optimum 
figure. “In concluding the agreement in 
February, 1951, India accepted the official 
par value of the Pakistan rupee, thus remov- 
ing one bone of contention between the two 
countries, although of necessity exchange 
control has had to be instituted. 


STERLING BALANCES 


In October, 1951, it was announced that 
the British Government had agreed to permit 
the transfer of £310 million of India’s 
sterling balances from the blocked account to 
the current account, to be held as a currency 
reserve and drawn upon only in an em- 
ergency. The country’s. sterling balances, 
which stood at about £643 million on June 
30,, 1951, had been reduced to some 
£570 million by February 8, 1952, about 
which time Sir Chintaman Deshmukh, the 
Indian Finance Minister, reported that, by 
an exchange of letters with the British Chan- 
cellor of the Exchequer in London, the 
sterling balances agreement of June 30, 1951, 
had been extended for six years until June 
30, 1957. Under this agreement £35 million 
s to be transferred each year into current 
account, and it will therefore be apparent 
that, at the end of the period, the amount 
remaining blocked should be inconsiderable, 
and consequently will also be freed, which 
means that India’s sterling balances problem 
should by then be completely solved. 


The Reserve Bank of India rate was in- 
creased from 3 per cent to 34 per cent with 
effect from November 15, 1951. This was 
the first movement since November 28, 1935, 
and, with a view to making it an effective 
curb upon inflationary tendencies, the reserve 
bank simultaneously withdrew its support 
from government - securities, which im- 
mediaely curtailed the ability of the com- 
mercial banks to accommodate the demand 
for loans and advances. The tempo of in- 
fiation had been quickening, and the measures 
taken by the reserve bank were therefore 
appropriate to the situation, as also was their 
expressed determination to keep inflation in 
check. Following the lead of the Reserve 
Bank, the commercial banks throughout India 
also raised their interest rates; but so 
great is the pressure for accommodation and 
so tight the condition of the money market, 
that it is more than likely that the process 
will have to be continued further before the 
Indian economy can be brought into balance. 


A SIGNIFICANT DEVELOPMENT 


The Government of India has recently 
concluded agreements with the Standard Oil 
Company of New York, the Burma Shell and 
Caltex Oil Companies, for the establishment 
of modern oil refineries in areas near Bombay 
and Madras. This significant development 
reveals the Indian Government in a realistic 
approach to economic and industrial difficul- 
bes, entrusting the creation of an important 
heavy industry to specialised foreign enter- 


prise and capital, while, on the part of the 
great oil companies, it is an indication of 
their confidence in the present administration 
of India. It has been estimated that, in full 
production, the three refineries will meet 
nearly 90 per cent of India’s present needs 
of petroleum products. 


Toward the implemientation of the Five- 
Year Plan, the Indian Government have 
already received assistance amounting to 
some Rs. 75 Crores from the proceeds of 
the United States wheat deal, and expect to 
receive a further Rs. 15 Crores from Canada 
and Australia under the Colombo Plan, There 
is, therefore, every indication that the first 
year’s programme under the plan will be 
fully implemented. The budgetary position, 
too, would appear to be satisfactory in that, 
according to statements. by the Minister of 
Finance, a surplus of Rs. 25/26 Crores was 
expected in the revenue of the country during 
the current year. 


INTERNATIONAL BANK’S MISSION 


A mission from the International Bank for 
Reconstruction and Development completed 
its investigations in India recently, but so far 
its findings have not been disclosed. The 
main objects of the mission were to:— 


_(a) Investigate and report upon the plan- 
ning, financing and execution of the develop- 
ment programme ; 


(b) Consider and report upon the factors 
which bear on the ability of India to assume 


further external indebtedness in the near 
future. 


India’s ability to realise favourable trade 
balances has been demonstrated over. the 
last two years, but inability to grow sufficient 
food has rendered the country dependent 
upon external aid if famine conditions are to 
be avoided. Fhe Government therefore seeks, 
through the Five-Year Plan, to strengthen 
the agricultural 


side of the national 
economy, while leaving private enterprise 
free to imcrease industrial development. 


These are worthy and clear-cut objectives, 
and now that the Congress Party is assured 
of a working majority in the House of Repre- 
sentatives, it is to be hoped that nothing will 
be allowed to stand in the way of their 
accomplishment. 


PAKISTAN 


It is with deep regret that I record the 
tragic death, on October 16, 1951, of Mr 
Liaquat Ali Khan, a great statesman and the 
first Prime Minister of Pakistan. The late 
Mr Liaquat Ali Khan became Prime 
Minister on the birth of Pakistan in August, 
1947, and following upon the death of Mr 
Mohamed Ali Jinnah, the first Governor- 
General, on September 11, 1948, the whole 
burden of building a modern state devolved 
upon Mr Liaquat Ali Khan, and, in spite of 
many difficulties, he succeeded in guiding the 
people in the way of progress and peace. The 

s of a leader with such outstanding quali- 
ties of wisdom and statesmanship at ‘that 
crucial time was widely deplored, and was a 
cruel blow to Pakistan, to whose service and 
welfare he was so wholeheartedly devoted. 


During 1951, Pakistan enjoyed a reason- 
able prosperity, in spite of some final reduc- 
tion in the prices of the country’s main pro- 
ducts, cotton and jute, on which it depends 
for economic stability. Pakistan is one of the 
many countries throughout the world having 
a vulnerable economy due to over-depend- 
ence upon a few exportable commodities ; 
but, last year, as a result of favourable prices 
for both cotton and jute, which together rc- 
“presented about 85 per cent in value of total 
exports in the year ended June 30, 1951, a 

stantial favourable balance of trade was 
—, ene ‘ample margin for the 
import instalments of machinery 
and plant for the new industries which it is 
peace te ee ee ee 
the economy rendering the country less 
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dependent upon imported manufactured 
goods. As the year wore on, and specifically 
in the period July to September, Pakistan's 
balance of payments deteriorated to the 
extent that a substantial deficit was incurred 
which, however, will probably turn out to 
be no more than a temporary phenomenon. 


IMPORTANCE OF CO-OPERATION 


For sotne years past I have recorded my 
opinion that the economies of Pakistan and 
India were complementary, and that the 
prosperity of both countries depended in 
some considerable degree upon the two 
countries working together, India supplying, 
inter alia, manufactured goods, while utilis- 
ing Pakistan’s cotton and jute to produce 
them. This remains the ideal arrangement, 
of course, but it is becoming clearly 
apparent that, in spite of India’s agreement. 
to accept the present parity of the Pakistan 
Rupee, the exchange of commodities and 
goods between the two countries is still far 
below the levels which might reasonably 
have been hoped for, and that Pakistan is 
determinedly building up industries which 
are intended. to have the effect of rendering 
the country free from the necessity of im- 
porting extensively from her great neighbour. 
At first glance this procedure would appear 
to augur well for the future of Pakistan, but 
independence of the nature envisaged must 
always be purchased at some cost to the 
country, for no matter how efficiently the 
new manufacturing industries are planned 
and worked, they will: find it difficult, if not 
impossible, to compete on level terms with 
the industries of other nations, including 
India, which have the advantage of catering 
for world markets from the privileged posi- 
tion conferred by the existence of an exten- 
sive home market. 


The development of Chittagong as a port 
of importance proceeds apace, and it is 
satisfactory to record a considerable improve- 
ment in the loading of tea and jute for export 
and in the handling of shipping entering the 
port. The opening up of subsidiary ports 
in East Bengal is also making progress, and 
the Government can be congratulated upon 
their enterprise in these directions. 


STATUS OF CURRENCY 


As I have already stated, the Indian 
Government accepted the official parity of 
the Pakistan Rupee, after concluding a trade 
agreement in February, 1951. The Inter- 
national Monetary Fund announced its 
acceptance’ of the Pakistan Rupee on the 
same terms on March 19, 1951, and the cur- 
rency has therefore attained an international 
standing which, to date, the prosperity of the 
country’s trade has done much to enhance. 
The basis of prosperity—as pointed out 
above—is somewhat limited, and the possible 
effects of changing conditions of trade will 
always have to be kept under consideration 
and guarded against. 


Inflation in Pakistan has resulted from 
and been accentuated by the increased money 
incomes which have accrued to the agricul- 
tural workers and the higher profits earned 
by the business classes, as a result of the 
higher prices Obtaimed for exported raw 
commodities. All things considered, how- 
ever, Paltistan has come through the last year 
in a very creditable manner, due in ne smaili 
measure to the wise and able guidance of 
her Ministers of State and the State Bank, 
and to the manner in which the whole com- 
munity have applied themselves to the task 
in hand. 


BURMA 


Until ‘security in the districts can be 
improved, little further progress m stepping- 
up production of paddy (rice) to prewar 
levels is possible. On the other hand the 
import market, which was flooded toward 
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the close of the year 1950 with textile goods 
irnported under open general licence condi- 
tions, has remained somewhat stagnant until 
recently when, with the advent of the har- 
vest, the offtake has improved. Economiic- 
ally, however, Burma has not suffered greatly 
from the effects of this over-importing, and 
the overall position remains much 23 it was 
when I last addressed you. ; 


Before the: war, rice exports ran as high 
as 3,000,000 tons per annum and constituted 
about 68 per cent of the total exports. 
1949-50, with the insurrection at its height, 
the export of rice at about 1,200,000 tons, re- 
presented about 88 per cent of the whole. No 
official estimate of Burma’s exportable sur- 
plus for 1951/52 has yet been issued, but 
in unofficial circles it is placed at from 
1,250,000 to 1,500,000 tons. 


Dependent almost entirely upon exports 
of one commodity for the viability of her 
economy, Burma is at least fortunate that 
the commodity in question is rice, for which 
ample markets exist at prices which hitherto 


. have offset the lack of other exports. Never- 


theless no country can afford to be perman- 
ently dependent upon only one product, 
however important. and the Burmese 
Government are now showing concern, and 
some eagerness to re-start oil production 
within the country. 


BRITISH GOVERNMENT LOAN 


In furtherance of this objective the British 
Government has promised a loan of 
£2,500,000 towards financing the Burmese 
Government’s share in a proposed jomt ven- 
ture with the Burma Oil Company to pro- 
duce and refine the country’s oil. he 
amount of the loan is payable as soon as 
the Burmese Government and the Burma 
Oil Company reach a mutually satisfactory 
agreement, but while agreement has been 
reached in principle, some difficulties, not 


- considered insurmountable, still stand in the 


way. The joint venture envisages the forma- 
tion of a new local company in Burma with 
a capital of £15 million, the shares to be held 
jointly by the Government and the Oil Com- 
pany. ‘The Burma Government had asked 
Britain for a loan of £5 million with which 
to purchase one-third of the share capital of 
the new Company. 


It was recently announced by Premier 
Thakin Nu that the Burmese Government 
had accepted Britain’s invitation to join the 
Colombo Plan. The decision followed a re- 
commendation by a sub-committee of the 
Cabinet on the grounds that it would be 
advantageous for Burma to do so. Burma 
has also joined the International Monetary 
Fund and the World Bank for Reconstruction 
and Development. 


A trade agreement has been’ concluded 
with Japan on a barter basis for the supply 
by Burma of 200,000 tons of rice at £44 per 
ton against the import from Japan of mis- 
cellaneous goods. The Burma Government 
is apparently now endeavouring to induce 
Japan to pay in sterling or United States 
dollars, but it is understood that Japan, while 
she might agree to such terms, would like to 
receive an additional 100,000 tons of rice on 
a barter basis, and this is holding up agree- 
ment as Burma would prefer to be paid in 
sterling or US dollars. 


CEYLON 


Again, as in the two previous years, a fair 
measure of prosperity has been enjoyed by 
Ceylon, and for this blessing the island is 
indebted to the continued flow at reasonable 
prices of the staple exportable products of the 
country: tea, rubber, coconuts, copra and 
spices. The prices of these commodities have 
fallen between 15-40 per cent from the clos- 
ing prices of last year, but they were all re- 
munerative at the average prices obtained 
during the year. The position at the end of 


the year, however, was not so favourable, 
for any further continued fall in the prices of 
tea, rubber and coconut products would soon 
expose the weakness of the ceuntry’s 
economy, which depends to an overwhelming 
extent upon the prosperity of these few 
agricultural industries. 


The government, fully aware of this over- 
dependence upon tea, rubber and coconuts, 
etc., especially in face of the need to import 
a large proportion of the food required by the 
increasing population, has already devoted 
considerable thought and planning toward 
devising means to increase the production of 
food within the country by extending irriga- 
tion and conservancy works. It also recently 
invited a mission from the International 
Monetary Fund to visit thé island and advise 
upon means whereby the country’s economy 
could be diversified, e.g., by setting up 
secondary industries, which would render the 
country less dependent upon imports of 
foreign manufactured goods and establish a 
sounder and more broadly-based economy. 
The mission’s report, which has not yet been 
published, is eagerly awaited. Further 
evidence of the efforts being made to diversify 
the island’s economy is found in the appear- 
ance of 1,500,000 Ib. of tobacco (unmanu- 
factured) among the products to.be supplied 
to India, with 50,000 tons of copra and coco- 
nut oil and 400 tons of graphite, in exchange 
for coal and manufactured textiles, in an 
agreement just signed covering trade between 
the two countries for the year 1952. 


DROP IN DOLLAR EARNINGS 


For a number of years past the demand for 
rubber and tea from the United States of 
America has enabled Ceylon to realise a 
dollar surplus. Last year there was a sharp 
decline in dollar earnings due to falling com- 
modity prices and a considerable reduction in 
purchases of Ceylon rubber by the United 
States. In the face of reports that the stock- 
piling of natural rubber is nearing completion 
in the United States, it may be that Ceylon 
will experience some of the graver disadvant- 
ages of the inflationary position, on which I 
have commented for some years past, and 
which the country has hitherto escaped due 
to the continued high prices of its exportable 
commodities. 


No doubt the experience would be un- 
comfortable ; but the country possesses 
adequate international reserves and, provided 
the government is prepared to adopt suffi- 
ciently severe remedies, there is no reason 
why the economy should not be stream- 
lined to the more spartan conditions which 
appear to lie ahead. The measure of the in- 
crease in inflation which has taken place 
over the last year is in the rise in the note 
circulation and bank deposits, amounting 
together to about 4-5 per cent ; not much in 
itself, but sufficient, perhaps, in conjunction 
with the fall in the prices of the main ex- 
portable commodities, to render production 
uneconomic and readjustment a necessity. 


CENTRAL BANK’S BALANCE SHEET 


The second balance sheet of the Central 
Bank of Ceylon, for the year ended December 
31, 1951, reveals considerable changes since 
the initial balance sheet of December 31, 
1950, appeared. Notes in circulation in- 
creased by Rs. 44.5 million and now stand at 
Rs. 397.75 million. Commercial banks’ 
balances at Rs. 193.43 million are some Rs. 
28 million higher than last year’s figure. On 
the assets side, the international reserve had 
increased by Rs. 103.36 million to Rs. 668.41 
million, cash and balances abroad showing 
an increase of Rs. 43.68 million and foreign 
government securities an increase of Rs. 46.37 
million, the balance being represented by in- 
creases in foreign bills discounted, and hold- 
ings of Ceylon Government War Loan (pay- 
ment guaranteed by the United Kingdom 
Government). 
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The position of the Central Bank of 
Ceylon, and therefore of the currency, is thus 
very strong ; but as the balance sheet now 
gives no indication of the currencies in whic; 
the reserves are held except as regards the 
holding of Ceylon Government War Loan, 
it is impossible to say what pr ion of the 
international reserve is in sterling, but 
it is presumed that it must remain large. 


MALAYA 

The policy of Her Majesty’s Governmen: 
in respect of Malaya continues to be “ th 
the peoples of the country shall become . 
united, self-governing nation within the 
British Commonwealth of Nations.” Toward; 
this end, legislation is being enacted under 
which full Malayan citzenship will be avai! 
able to all who look w Malaya as thei: 
permanent home ; nnofficial majorities in the 
legislatures in Kuala Lumpur and Singapor- 
have been established, and popular election: 
are being increasingly instituted. While 
steady progress towards self-government 
thus being made, all energies are being 
directed toward the eradication of the 
terrorist activities which continue to disrup: 
the life of the community, so that the ful! 
benefit from the country’s natural resource 
for which there is normally a world-wide 
demand, cannot be reaped, while the peoples 
continue to live under conditions of strain 
and hazard. 


As a result of the recent visit to Malaya of 
Mr Oliver Lyttelton, the new Secretary of 
State for the Colonies, General Templer wa: 
appointed High Commissioner of the 
Malayan Federation. It is confidently ex- 
pected that new and effective means will now 
be adopted to meet the terrorist menace, and 
devoutly to be h that they will bring 
relief in the near future to this sorely-tried 
country. It is fitting that I should refer here 
to the untimely death at the hands of bandits, 
and in the course of duty, of His Excellency 
Sir Henry Gurney. His wise counsels and 
unflinching determination were a strong in- 
fluence in the fight against terrorism, while 
he also gave his full support to the policy of 
political evolution. Nor would it be just 
were I to omit to record our admiration of 
the miners and planters who, in a situation 
of great danger and personal discomfort, con- 


tinue to cafry the burden of the day’s work 


with fortitude and maintain production of the 
commodities on which the life and well- 
being of the whole country depend. 


RECORD TRADE FIGURES 


The trade of Malaya during 1951 again 
reached record figures, and realised for the 
second year in succession a heavy export sur- 
plus. This must be reckoned a heartening 
and eminently ‘satisfactory result, more 
particularly when account is taken of the in- 
ability of “tin miners to prospect for new 
fields of operation, the comparatively smal! 
amount of replanting which has been possible 
in recent years on the rubber estates, the 
illicit tapping which is a feature of the un- 
settled conditions, the restlessness of labour 
under present pressures and the constantly 
rising production costs. 


The overall surplus in visible trade is set 
at Straits $1,268 million (£148 million), 
compared with Straits $1,066 million 
(£:124,370,000) for 1950. ‘The actual figures 
for 1950 and 1951 were:— 





» 3950 1950 
Exports ...... $3,957,000,000 (gash 650,000) 
Inyports ...... $2,389 i 337,280,000) 
Total Trade...  $6,848,000,000  (£798,930,000) 
cia eR ete ccikia” sasaaalgtbeemme 
Surplus....... $1,066,000,000  (£124,370,000) 
1951 1951 
Exports ...... $5,991,000,000 000,000) 
Imports ...... Seyakooe‘ooe {Sei 000.000) 
Total Trade... — $10,714,000,000 {£1,250,000,000) 
$1,268,000,000 


(£148,000,000) 
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Exports in 1951 to the United States of 
America aggregated about Straits 
$1,193,500,000. (Straits $1,048 million in 
1950) which produced about US$390 million 
US $345 million in 1950) for the Empire 
Dollar Pool, while imports from the United 
States, including United States dollar goods 
imported through Hongkong, reached only 
Straits $218 million (Straits $89-*millien in 
1950) or, say, about US $70 million. Nett 
US dollar earnings for 1951 were thus in 
the neighbourhood of US $320 million, or 
slightly more than in 1950-and were well 
maintained when it is remembered that the 
United States consistently refrained from 
purchasing tin from Malaya from March right 
through to December, 1951. As will be 
recorded later, shipments of tin to the USA 
during 1951 amounted to only 2,532 tons, 

nst 44,590 tons in 1950. 


FALL IN COMMODITY PRICES 


Ir should be noted that no less than 70 per 
emt of the visible surplus of trade in 1951 
iad already been reached in the first five 
nonths of the year, and that the maintenance 
of that high level was not possible, chiefly 
because Of the material fall in the prices of 
he principal commodities during the latter 
half of the year, which is reflected in the 
following table of price changes in rubber 
and tin during 1951:— 


Spot Rubber Cash Tin 
Lowest ...ss0 40d. £805/ 807 
(28.11.51) (7.8.51) 

Highest......< 73d. £1,610/1,520 
(2.3.51) (14.2.51) 
Closing .....4> 41}d. £905/907} 


While in no sense did slump conditions 
develop during the latter part of the year, a 
significant element in the Colony’s internal 
economy was the considerable degree of 
inflation which followed the high prices, 
resulting in an almost insatiable demand for 
consumer goods, and later, when the prices 
of the exportable products began to fall, the 
inevitable saturation of import markets. 
Overstocking of markets became general as 
cargoes continued to arrive, and with similar 
conditions obtaining in neighbouring terri- 
tories, particularly Indonesia, there was a 
marked tendency for prices of imported 
goods to fall, and importers generally found 
difficulty in carrying their excessive stocks. 


RUBBER, NATURAL AND SYNTHETIC © 


Rubber production in Malaya during 1951 
at 603,880 tons fell short of the 1950 figure 
by some 100,000 tons, chiefly due to the 
effects of bandit activity, and again, as in the 
previous year, about one-half of the pro- 
duction came from small holdings. Inclusive 
of imports amounting to 547,105 tons, chiefly 
from Indonesia, total exports were 1,155,264 
tons, against 1,106,483 tons during the 
previous year. The United States of America 
took 360,000 tons of the export figure, and 
it may be of interest here to note that the 
estimate of the annual world consumption 
of rubber (natural and synthetic) is now put 
at some 2,340,000 tons, against total produc- 
ton of some 2,760,000 tons, a large part of 
- surplus last year having gone into stock- 
piles. 


The costs of production of the natural 
commodity have risen in Malaya, and 
ably also elsewhere, to approximately double 
the 1950 figure. Various preposals . were 
made by the Malayan Government in an 
—, a obtain Se renee 
rom i try to provide for re i 
and to assist in combating neon 
tendencies. The industry again felt, how- 
ever, that it was being singled out for 
additional taxation, as had been the case 
when the increased rate of export duty to 
which I referred last year, was applied, 
nevertheless, 4 further cess, this time 
4} cts. per lb., while the price remains in 


excess of 75 cents per Ib. is to be applied as 
from March 1, 1952, to rubber produced on 
small holdings, the amounts collected to be 


‘ returned eventually against proof of replant- 
ing. 


In regardto the synthetic product it would 
seem now to be accepted that, while the limit 
of the uses to which it can be put have not 
yet been reached, there must always remain 
a reasonable demand for the natural product 
for purposes for which synthetic rubber is 
not suitable. However, stockpiling last year 
accounted for a considerable portion of the 
off-take of natural rubber, and it must be 
assumed that, if purchases for the stockpiles 
of the World cease, and particularly if the 
United States reduces purchases of natural 
rubber, the price must be expected to fall, 
with repercussions upon Malaya which may 
militate against the successful eradication of 
the bandit menace. It is to%e¢ hoped, there- 
fore, that both the United Kingdom and the 
United States may find it possible to support 
the market at a figure which will at least 
maintain employment in Malaya. 


TIN PRODUCTION 


The production of tin in 1951 at 57,000 
tons differ little from the previous year, 
which was a postwar record, and exports, 
including re-exports, amounted to some 
64,650 tons, against some 81,000 tons in 
1950, when it may be assumed that consider- 
able shipments from Ministry of Supply 
stocks in Malaya took place. 


Due to the discrimination shown by the 
United States of America purchasing 
authority: against Straits tin, exports of tin 
to the USA at 2,532 tons showed a diminu- 
tion against the previous year’s figure of no 
less than 42,058 tons. It was generally 
regretted that the American purchasing 
authority should have thought fit to accuse 
the tin producers in Malaya of “ gouging,” 
and though a team of experts which visited 
Singapore and the Federation appeared to 
have been satisfied that the charge was un- 
founded; as indeed it was, no official with- 
drawal was ever made. Being unable to fix 
contracts with Bolivia and Indonesia and 
possibly, too, in the realisation of the import- 
ance of tin’s dollar earning capacity for the 
sterling area, the United States of America 
have recently indicated a change of policy, 
and one result of Mr Churchill’s meeting 
with Mr Truman, was that 20,000 tons of 
Straits tin are to be released this year to 
the United States against payment in dollars. 


Recognising that the industry suffers from 
a lack of publicity, tin producers during the 
year voluntarily agreed to a cess of 50 cents 
per picul on tin as from March 1, 1952 
which is to be used for propaganda purposes. 


IMPROVED BUDGETARY POSITION . 


The budgetary position of the Federation 
of Malaya shows further marked improve- 
ment, due in great part to the increased 
export duty on rubber effective frofn January 
1, 1951, which alone is estimated to have 
brought in to the Treasury $140,960,000, or 
about 20 per cent of the total estimated 
revenue of some $689 million. The revised 
estimate of ex iture is now put at about 
$563 million, leaving an anticipated ‘surplus 
of $126 million. In order to present a truer 
budgetary position revotes are to be made 
from a reserve created out of the surplus ; 
for 1951 the amount required is $80 million, 
thus leaving a final estimated surplus for the 
year of $46 million. Revenue for 1952 is 
Sete at $641 million and iture at 

million, giving an anticipated surplus 
of $45 million. Accumulated surplus funds 


amounted at December 31, 1951, to about 
$321 million. But the recent fall in the price 
of rubber has revealed the vulnerability of 
the revenue position, which the steep grading 
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of the export tax greatly accentuates, and 
again for the good of the country, we must 


hope that the fall in the price of rubber will 
be arrested before irreparable damage results. 


The inflationary — in Malaya continued 
as a consequence of the high average prices 
obtained during the year for the main export 
commodities, and in step with this situation 
the note issue expanded considerably. Last 
year I referred to the danger that a marked 
fall in the price of rubber and tin would bring 
heavy losses to. importers, and I now haye. to 
record that, following the recent fall in the 
price of rubber, import markets in Singapore 
have been gravely affected and several failures 
have already been reported. There still 
remains a great deal of money in circulation," 
however, and it would appear desirable that 
thé"Governments, both of the Federation’ and 
of Singapore, should continue to encourage 
the people to save, while themselves curtail- 
ing expenditure, except to the extent that it 
assists to provide employment and is econo- 
mically advantageous for the future. 


PREMIUM BOND ISSUE 


During 1951 the Government of the 
Federation of Malaya, in an effort to en- 
courage the public to take an interest in 
government loans, issued a loan of 
$10 million in the form of ten-year premium 
bonds redeemable (unless previously re- 
deemed by half-yearly drawings) in 1961 at 
$11 for each $10 bond. The response was 
negative, however, only $877,510 being sub- 
scribed up to January 9, 1952, this being 
rather in line with experience gained in 
respect of similar issues after the 1914-18 
war. On the other hand the Government of 
the Federation issued a tap loan of 
$32 million at 33 per cent per annum, at $98 
per cent, repayable 1961-71 to which sub- 
scriptions by the end of the year amounted to 
about $16.5 million, or slightly over half the 
amount sought. In view of the marked fall 
in government securities in the United King- 
dom and the consequent enhancement of the 
rate of interest at market rates now ruling, :t 
seems unlikely that further subscriptions to 
the tap loan in the Malayan Federation can 
be expected, although at the date of writing 
the loan is still open. 


Notes in circulation on January 1, 1952, 
amounted to $764,109,209, against 
$633,487,211 at the beginning of 1951, a 
truly staggering increase over the figure of 
$400 million at December 1, 1948, and a 
clear index of the advance of inflation in all 
the territories affected. 


NEW CURRENCY LAW 


In the latter part of the year the new 
Currency Ordinance of 1951 became, law 
and implemented an agreement between the 
Governments of the Federation of Malaya, 
Singapore, Sarawak, North Borneo and the 
State of Brunei for the establishment of a~ 
Currency Commission to control a single 
currency which would circulate in ail these 
territories. Provision is made for a board of 
Commissioners of Currency having the sole 
right of issuing currency notes and coin which 
are legal tender in the agreeing territories. 
Bornean notes and coin, however, continue 
to be legal tender in Borneo until called in 
and demonetized. 


I can, perhaps, best sum up the position 
in Singapore and the Federation of Malaya 
by saying that, after a year of almost unpre- 
cedented rity, the future is most un- 
certain, and dependent as ever upon the price 
of rubber and to a less extent upon the price 
of tin. In view of the present political con- 
ditions in the Far East, and of the struggle 
in Malaya, it would appear to be vital to the 
interests of the United Nations that support 
should be extended to Malaya at least, to the 
extent that full employment on the rubber 
estates can be maintained. 
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NORTH BORNEO 


While some progress has been made in the 
colony during the year, the rate of progress 
has been hindered by the inadequacy of the 
labour force available, and in some degree 
by the budgetary position, The Goverriment 
has continued its endeavours to-find suitable 
additions to the present labour force and, 
though the demand arising from their various 
building projects may cause withdrawals from 
agricultural areas, to the detriment of the 
colony’s earning power and ability to become 
self-sufficient in the production of rice, the 
Government is wisely endeavouring to avoid 
recruitment of persons who might prove un- 
desirable from the political angle. Some 
Cocos Islanders, despite casualties due to the 
change of climate, have arrived, and negotia- 
tions are being conducted with the Indian 
Government for the settlement of Indian 
labourers, which, if successful, might well 
prove, here as elsewhere, to be a very satis- 
factory solution of the problem. 


plans for Jesselton, Labuan, 
Kudat, Sandakan and Tawau have been 
adopted and permanent building in the 
former two towns has commenced. Govern- 
ment has placed contracts for premises for 
its own use and plans for some commercial 
building are well advanced. 


High prices for rubber, especially during 
the early part of the year, brought a good 
return to producers, but inevitably, and un- 
fortunately, the concomitant of increasing in- 
flation. A restriction of imports as primary 
commodity prices fell did not wholly prevent 
markets from becoming overstocked, though 
it appears to have been sufficient to prevent 
prices of imported goods from falling to 
disastrous levels. In consequence of these 
conditions the cost of living continued to rise. 
Exports of cutch, copra and timber have 
been well maintained. 


Town 


IMPORTS AND EXPORTS 


The total of imports and exports for 1951 
at $184 million (£21 million) compares with 
$138 million (£16 million) for 1950, and a 
favourable trade balance of $43 million 
(£5 million) shows an increase of $2 million 
(£300,000) over the previous year’s figure, 
a position ‘which must give all-round satis- 
faction. 

Budget figures for 1951, as now revised, 
show an estimated surplus of approximately 
$8 rnillion, against an estimate a year ago of 
only $1.6 million which, together with the 
balance brought forward at the beginning of 
the year of $4 million, give a final surplus of 
$12 million. While the estimated revenue 
for 1952 of about $25 million falls short of 
anticipated expenditure of about $28 million, 
there is estimated to be a final surplus, after 
taking account’of the amount carried forward 
from 1951, of some $9 million. In an en- 
deavour to place itself in a position to carry 
out reconstruction and development plans 
without calling upon Her Majesty’s Govern- 
ment for grants-in-aid, the Government pro- 
pose to take advantage of the very much im- 
proved budgetary position to create a reservé 
against future Commitments. 


The exclusive rights of the British Borneo 
Timber Company will expire on June 30, 
i952, by mutual agreements and substantial 
timber areas Will become available to 
approved applicants. The policy of Govern- 
ment is to plan on a long-term basis, so that 
the vast resources of timber may be developed 
in a way which will ensure that. valuable 
forests are not destroyed while substantially 
increasing commercial production, and a 
scheme by which concessionnaires will work 
systematically through forest areas, is being 
introduced. - 

On December 14th the King in Council 
passed the necessary legislation to establish 
the new Supreme of Sarawak, North 
Borneo and Brunei, and a Chief Justice has 


since been appointed. The colony has been 
well served by shipping lines and air services 
have been increased by the addition of a 
further weekly flight by Malayan Airways. 
During the year ex-Japanese rubber estates 
were sold by the Custodian of Enemy Pro- 
perty and henceforward should represent a 
useful addition to the colony’s export 
potential. 


_ SARAWAK 


Sarawak has enjoyed a full year of com- 
mercial prosperity. Estimated trade figures 
for 1951 give exports at Straits $494 million 
(£57,633,000), including oil valued at Straits 
$292 million (£34,067,000) and imports at 
Straits $330 million (£38,500,000), including 
oil of a value of Straits $260 million 
(£30,333,000) and disclosed a visible surplus 
of Straits $164 million (£19,133,000) or 
double that for 1950. ' 


Production of crude oil has continued to 
increase and new borings are being made. 
Though refining facilities are as yet inade- 
quate, this ‘source of both the crude and 
refined product must constitute a valuable 
contribution to the pool of “Sterling” oil 
now that Abadan has ceased to function. 
The timber industry is making good headway, 
chiefly due t6 the adoption of modern 
methods and, as a result of the expansion 
which is taking place, a good export trade 
is developing. On the other hand, sago pro- 
duction: may be expected to fall somewhat 
for a few years owing to delay in replanting 
areas which were cut out and the produce 
exported after the war. 


The Colony still has to import about one- 
third of its rice requirements, but Govern- 
ment projects in this field, limited to some 
extent by shortage of staff, are progressing 
satisfactorily. The budgetary position is 
better than at any time in the Colony’s 
history. For 1951 an excess of revenue over 
expenditure of some Straits $32,500,000 is 
expected when the accounts have been 
finalised, bringing the surplus balance up to 
some $54,500,000. The estimated surplus for 
1952 is put at $8,600,000, but the Govern- 
ment realise that its recent income has to 
some extent been fortuitous and so intend 
to act with caution in utilising these accrued 
funds, partly, and one would say very wisely, 
to meet an expected deficit under the develop- 
ment plan. 


FHAILAND 


The political peace which has reigned in 
recent years in Thailand was shattered in 
July by a coup d’état which broke the power 
of the navy, and this was followed by the 
dissolution of Parliament in late November, 
the result of which has probably placed the 


Government on a stronger, albeit pro- 
military, basis. 
These events caused no more than a 


momentary hesitation in the steady economic 
advancement of the country during the year, 
Exports of rice of oyer 14 million tons aided 
by remumnerative prices for tin and rubber 
ensured a further strengthening of the 
country’s already favourable external balances, 
and the result was a steady appreciation in 
the value of the tical against both sterling 
and the United, States dollar. Typical was 
the offieial sterling import cover rate which, 
from ticals 57 per £1 on January 1, 1951, 
had been reduced to ticals 52 by the end of 
the year. It is the avowed intention of the 
Government to increase the value of its cur- 
rency and there appears no reason why the 
above trend should not continue in 1952 as, 
notwithstanding the new buffer pool of three 
hundred thousand tons of rice to be created 
to hold internal prices at the present level, 
it — a that, with the newly increased 
external selling prices, the final earnings j 

sterling and United States dollars will not . 
less. than the record figures for 1951. 


pears 
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Thailand has - a oe. agreeme:; 
running through most for the sa 
of its rubber to the United States of Amer 


A DANGER 


A danger to this encouraging trend wo. 
be a repetition of the situation that arose 
last June and July, when excessive imports 
respect of orders placed earlier in the yc 
made inroads imto reserves and caused . 
slump, particularly in textiles, in the Bangi): 
market. ate indications that i). 
authorities are well aware of this danger ani 
in consequence may feStrict the import 
luxury goods. 

Three loans were obtained from the Inte 
national Bank for Reconstruction and D 
velopment at the end of 1950, covering ra 
way rehabilitation, irrigation, and po 
development, and the first benefits from «! 
schemes financed should soon be felt. > 
review of Thailand would be complete wi 
out my making favourable reference to 1! 
full settlement of war debts during the ye.: 


Perhaps the one jarring note from the po:: 
of view of ourselves and all other authorise / 
banks in Bangkok is the reluctance of th 
authorities to take action against unoffic : 
dealers in exchange who openly compete fo 
business without being made to pay th: 
heavy 2 per mille exchange tax on both 
purchases and sales, and can thus underquor: 
the banks which must pay the tax. The on!) 
way to stop this unfair competition an 
serious loss of legitimate business would seem 
to be to abolish the tax. 


REPUBLIC OF INDONESIA 


President Sukarno, in his message to th: 
peoples of Indonesia in August last, on the 
anniversary of the Republic’s independence, 
regretted that the ultimate aim of a just and 

sperous society had not been achieved 

as this statement, I wonder, tinged with th: 
disappointment™ that the President, in 
common with his senior officials, must fee! 
that lack of internal order and security had 
prevented full advantage being taken of trade 
conditions in 1951, propitious enough to hav: 
consolidated the Republic’s economy ? 

Not that no progress was made during the 

ar. On the contrary, the continued satis- 
actory world prices obtainable for the many 
primary products, resulted in . Indonesia's 
holding of foreign exchange and gold in 
December, 1951, showing a considerable 
increase over the sgpiagit god earlier. Export 
figures in tonnage, as as in value, wer: 
maintained e, _ wets degree, but 2 
continuance sati position is 
doubtful, for-more and “More estates arc 
closing down as their tea, tobacco or rubber 
can no longer be produced: at market rates 
owing to. wage demands from labour ofte: 
bordering on the ridiculous, coupled wit 
strikes, ill discipline, ing and theft 0! 
produce, This makes Indonesia’s economy 
more than ordinarily vulnerable to the effec': 


of a fall in world prices of its main exports 
‘uhh: ia pale 


DR SCHACHT’S REPORT 


It is this situation which doubtless led 
Dr Hjalmar Schacht, the former German 
minister, to stress in his report on 
general economic conditions in Indonesia 
which he made at the invitation of the 
Indonesian Government, that there is not the 
least chance of the forward development of 
the country if complete safety of persons and 
ee is not restored. is report of Dr 
's appears to a close observer of the 
Indonesian scene to be a constructive, well- 


balanced document, and his ion for 
the abolition of the ica’ certificate 
s in favour of 


| appealed: to all 
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bankers operating in the area, has now .been 
adopted. The new value of the rupiah is 
pased on the middle rate of 31.72 to {1 
sterling and, although this new financial 
measure is accompanied. by a set of export 
duties, graduated according to the assessed 
ability of each commodity to bear such duty, 
the immediate effect should be to alleviate the 
hardship caused to producers by the inequities 
of the exchange certificate system. 


The finance department officials, who at 
one time appeared to dislike foregoing the 
easy source of revenue provided by the certi- 
ficates, are to be congratulated on the realistic 
manner in which, in the greater interest of 
‘he Indonesian economy as a whole, they 
have accepted instead the uncertain yield of 
the export taxes. Perhaps the thought that a 
«valuation of the gold stocks and foreign 

hnange holdings resulting from outright 

luation would more than wipe out the 

ent budgetary deficiency, was a deciding 
‘actor in the choice between assured revenue 
and the placing of trade on the simplest and 
soundest basis. 


The dollar export certificate, a new feature 
n Indonesia’s trade, was introduced simul- 
taneously with devaluation. Its object is to 
nduce producers to export to the dollar area, 
nd banks are authorised to issue certificates 


io seventy per cent of the value of export - 


bills presented to them. These certificates 
can then be sold at a price determined by the 
market and, as merchants cannot import from 
the dollar area without possession of such 
certificates, imports through private channels 
are automatically restricted to seventy per 
cent of the value of exports. 


FOREIGN TRADE 


An interesting feature in 1951 was the 
participation by Indonesian’ nationals for the 
first time on a large scale in foreign trade, 
particularly as importers. Unfortunately 
many newcomers, whose business experience 
was probably limited to recent inflationary 
conditions, seem:to regard import licences as 
synonymous with profit and indiscriminate 
buying and general over-import, coupled with 
poor internal communications and dis- 
appointing up-country offtake, have produced 
a saturated and stagnant market which may 
take a considerable time to revive. In. the 
meantime sharp losses have been made by 
many dealers and credit is strained. 


The Chartered Bank has continued to back 
to the full extent of its resources the trade 
of the young republi¢ and it was galling to 
find that, at the end of a year in which our 
increased participation earned the thanks of 
officials and business men alike, the Govern- 
ment should suddenly impose a retrospective 
company tax graduated up to the crushing 
impost of 52} per cent. This measure is 
another blow to Indonesia’s chance of attract- 
ing the foreign capital and skill it so badly 
needs. Indonesia’s insistence on reparations, 
which in any case will only take the form of 
pb a oe to understand as the 
ong-term benefit may accrue to Japan ra 
than to Indonesia. : : _ 

* 


VIETNAM 


This country has been much in the news 
during 1951. Its defence against the Viet- 
minh forces represents a constant drain upon 
the French economy, and the French Govern- 
ment has on more than one occasion during 
the past year, been subjected to pressure 
from the political left to ull out and leave 
the country to be defendéd by indigenous 
troops. The much-to-be-deplored death of 
Marshal de Lattre de Tassigny added a note 
of grave uncertainty to the future of military 
operations within the country; but recent 
successes have raised the morale of the fight- 
and Vietnamese, 


in the outlook is apparent, although, over- 
shadowed at present by the possibility of 
intervention by Chinese volunteers, if by no 
more regular forces from the north, the 
position must remain somewhat uncertain. 


The economic background, although the 
country is still far from self-supporting, has 
improved to the extent that exports of rice 
during the first nine months of the year 
increased, almost threefold from about 122,000 
tons in 1950 to 300,000 tons in 1951. It is 
estimated that the total shipments during 
1951 reached at least 350,000 tons and that, 
unless conditions deteriorate again, exports 
of rice should certainly rise to 400,000 tons 
in 1952, with a possibility that even 500,000 
tons may be reached. 


The note circulation, which at Decem- 
ber 31, 1950, was $4,755,618,583, had 
increased by December 15, -1951, to no less 
than $6,121,318,093, a sufficient indication 
of the inflation within the country which 
render$ the cost of living unduly high. 
Imports and exchange are closely controlled 
and restricted ; but such imports as are per- 
mitted and arrive in the country are sold at 
high profits, despite which they find a ready 
market. This is tantamount to saying that 
the currency is so inflated as to create a lack 
of confidence in its sustained purchasing 
power, a condition which must continue so 
long as the country is unable to stand on its 
own feet in respect of its foreign trade posi- 
tion or meet its full expenditure for defence 
and administration from internal revenues, 
a position which, while nearer than it was, 
is unfortunately not yet in sight. 


REPUBLIC OF THE PHILIPPINES 


At one time it appeared that, in 195], the 


Philippine Republic would, for the first time 
since the war, succeed in balancing its 
external trade, but two unfortunate setbacks 
prevented this goal being attained. A lapse 
on the part of the licensing authorities result- 
ing in over-import of non-essentials, and the 
havoc to export crops by the typhoons which 
swept over the Visayas during the early part 
of December, threatened serious damage to 
the economy and, notwithstanding record 
exports, the final figures showed a trade 
deficit of some pesos 120 million. 


In spite of this there were many encourag- 
ing features noticeable during the year, the 
most importamt, perhaps, being the halting 
of the inflationary tendency which at one 
time threatened to undermine the national 
economy. Contributing to this was a rising 
output in the main export crops which was 
particularly fortunate as world prices of copra, 
sugar and hemp, the main dollar. earners, 
tended to ease in varying degree. 


There is no doubt that a determined effort 
is being made to reverse the downward trend 
revealed by the Bell Report, and revived 
United States confidence in the economic 


international reserves during and 
consequently the necessity for the Monetary 
ard’s that commercial banks must 
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Republic and is, therefore, not likely to be 
rescinded two years after its inception as 
originally promised. 

Over the past eighty years this bank has 
given its fullest assistance to the furtherance 
of the progress and development of the 
Islands, and in the process has experienced 
lean years as well as the more profitable 
periods, and our capital losses in the 
Philippines in the war years -were of a very 
substantial nature. kt would be a poor 
reward for the whole-hearted efforts made 
by our branches in the Philippines, and those 
of other Exchange Banks in the past, if we 
were not to be allowed to continue to operate 
with normal commercial freedom of action 
and potential return of profits, and it is to 
be hoped that the authorities, who seem 
essentially practical, will realise that, if we are 
left to handle the business in which we are 
so well versed, and the newly formed 
Philippine banks concentrate on the finance 
required for internal development, the best 
results for the economy as a whole will be 
obtained. 


A noticeable trend, and one worthy of 
comment, is the large part"which Japan is 
again playing im the external trade of the 
Republic. 


HONGKONG 


The total overseas trade of Hongkong in 
1951, as in. 1950, reached record figures. 
They are quoted here for purposes of 
comparison :— 











1950 1950 
Imports ...... $5, 802,976,054 (£237,686 ,003) 
Exports ...... $3,756, 828,200 (£234,801,762) 
Total Trade... $7,559,804,254 (£472,487, 765} 

1951 1951 
Imports ...... $4,892,046,009 (£305,752, 875} 
Exports ...... $4,460,563,941 (£278,785, 246} 
Total Trade... $9,352,609, 950 (584,538,121) 








At first glance it might be deduced from 
these figures that the boom conditions ex- 
perienced in Hongkong in 1950 had continued 
right through 1951. Nothing could be further 
from the reality. The increased figures for 
1951 represent the phenomenal extent of 
trade in the first few months of the year, 
since when, as a result of the United States 
embargo upon the shipment to Hongkong of 
all goods from which strategic exports could 
be produced, depressed conditions have 
ensued and trade figures have declined month 
by month. The position is aggravated by the 
fact that exports have declined more than 
imports, which continue to arrive to the em- 
barrassment of many, and especially of the 
smaller import firms, some of whom may 
eventually be forced out of business. 


EFFECT OF AMERICAN EMBARGO 


The industries mainly affected by the - 
American embargo, are those using imported 
cotton, tinplate and rubber. The cotron 
mills, dependent as they now afe upon 
imports of Pakistan cotton, which is con- 
siderably dearer than American cotton, find 


~ themselves unable to compete with Japanese 


produced yarn madéfrom the cheaper Ameri- 
can cotton with which Japan is liberally 
supplied, so much so that Japan has largely 
supplanted Hongkong as an exporter 
cotton yarn and piece goods to China. 
Recently it was reported that as many as 
15,000 cotton mill workers were unemployed, 
and Hongkong’s difficulties in this respect 
were accentuated by similar conditions in the 
other trades chiefly affected by the American 
embargo. 

One major development, unforeseen at first, 
has been the extent to which China has been 
turning to Russia for more and more of her 

i and although the trade between 


and the China mainland remains 
Guleidereble, it ia no longer te confidently 





686 


accepted that China could not do without 
Hongkong’s assistance in trading with the 
outside world. This is a development of 
some importance which only adds to the 
uncertainty surrounding Hongkong’s con- 
tinued existence as a world port and manu- 
facturing centre. 


JAPAN 


Last year I mentioned to you the enormous 
task ahead of Japan in respect of its overseas 
payments position, in view of the discon- 
tinuance of American aid. I feel that the 
seriousness of this problem, concealed as it is 
at the moment by thé increase in Japan’s 
foreign exchange holdings, has not been fully 
realised, 

In the first place, the financial position of 
the banks in Japan is steadily becoming more 
and more strained. In September last, the 
advances of the eleven leading banks exceeded 
their deposits and even the provincial banks 
had outstanding advances equal to 95 per 
cent of their deposits. This situation was 
largely caused by the urgency of the Govern- 
ment’s policy of immediate and full-scale 
rehabilitation. No savings were available to 
be invested and the only recourse was to the 
banks. 


In 1951 it was deemed necessary to increase 
industrial production to meet American pro- 
curement for the Korean war ; but the over- 
lending of the banks caused thereby is 
obviously a serious development. Kemedies 
which have been proposed in some quarters 
include deficit budget financing, and a further 
extension of credit by the Central Institution, 
the Bank of Japan. The effect could only be 
to imcrease the already high degree of in- 
flation and, as the prices of some of Japan’s 
important export commodities have already 
risen above world market prices, increased 
inflation would merely create further difficul- 
ties in the maintenance of Japan’s overseas 
payment ‘position on a sound basis. No doubt 
ail this is well understood by those officers of 
the government responsible for the country’s 
financial policy, and based on past experience, 
I feel confident that the position is receiving 
their full care and attention. 


FUTURE DIFFICULTIES 


As I see the position, however, Japan must 
continue to face considerable difficulties in 
the future. Japan’s purchases since the war, 
with dollar aid, have been largely from the 
dollar area, and a large proportion of the 
country’s sales have been made to willing 
buyers in the sterling area. Any corrective 
policy involving the curtailment of imports 
of coal, scrap iron, and cotton from the USA 
and a similar curtailment in sales of textiles, 
machinery, etc., to the sterling area, would 
result in industrial difficulties, a state of affairs 
to be avoided in Japan at present, especially 
as the financial structure is in no position to 
withstand capital losses in any of the indus- 
tries concerned. The fact that Japan is at 
present in possession of, and appears to be 
accumulating, foreign balances by restricting 
the importation of consumer goods, is an 
indication of vitality, but it also masks future 
difficulties and the resultant inflationary 
pressure is doubtless being reflected in 
higher and higher internal prices, which must 
eventually limit Japan’s competitive power in 
world markets. 

Something might be done by a monetary 
policy aiming at a cheapening of the cost of 
anternal financing while still maintaining 
strict control over the amounts advanced. 
Overnight loans between banks in Japan 
carry imterest at no less than 8.28 per cent 
per annum. Advances for commercial pur- 
poses are not obtainable at less than 8 per 
cent per annum, and even the rediscount 
rate of the Bank of Japan is 5.84 per cent 
per annum. Japanese banks pay 6 per cent 
per annum for 12 months’ deposits and this 


Ps 


rate makes it essential that all commercial 


borrowing rates shall be considerably higher. 
The high rates of interest are no longer a 
deterrent to business. Money must be pro- 
cured whatever the cost, as the low wage 
levels in Japan, as compared with those ruling 
in countries in competition with Japan, still 
permits ofprofits in most lines of business. 
Until the banking system is placed on a 
sounder basis, however, and the price of 
money returns to a more normal level, Japan 
will continue to operate under a severe handi- 
cap which must militate against the attain- 
ment of a permanent viable position in 
respect of her balance of payments. 


BALANCE OF PAYMENTS POSITION 


In considering the position of Japan, I have 
concentrated upon the difficulties inherent in 
her internal position and the effect which it 
might be expected to have upon her external 
balance of payments. Actually Japan’s, present 
position in respect of her balance of pay- 
ments is extremely favourable in that it 1s 
estimated that, at the end of the current 
fiscal year, Japan will have a favourable 
foreign trade balance equivalent to US $585 
million, which will bring her holdings of 
foreign currencies to an estimated value of 
US $1,080 million, comprising: — 


US $594 million in US currency. 
US $299 million in sterling. 
US $187 million in open account currencies. 


US $1,080 million. 


With this balance of US $594 million in 
hand, and an _ estimated § surplus — of 
US $46 million in her current year’s trade 
with the dollar area, Japan is apparently con- 
sidering the possibility of increasing imports 
from the dollar area, “ provided such imports 
consist of materials and equipment which in 
turn can be used for increasing exports to 
the dollar area.” 

Before the war, and before rhe operation of 
exchange controls, Japan’s foreign trade was 
largely with countries Gif we exclude China) 
which are now within the sterling area, and 
Japan’s problem is how to fit in its new 
pattern of trade with the actual currency 
conditions as they exist today. In prewar 
times America was an avid buyer of Japan’s 
raw silk, and this commodity represented 
Japan’s main export to the United States. 
Now that the demand for raw silk by the 
United States is strictly limited, it seems 


‘ that Japan—as soon as the abnormal! demands 


created by the Korean war cease to operate— 
will be driven again to trade principally with 
Sterling area countries, and that, as the 
markets turn more and more from sellers’ 
to buyers’ markets, as would appear to. be 
happening now, Japan will yet find her 
surplus holdings of sterling a very useful 
standby. 


OFFICES AND AGENCIES 


New York.—Our New York office provides 
a most valuable link between our many offices 
in the Orient and the United States, and 
enables us tO maintain close relations not 
only with our many banking friends through- 
out the length and oreadth of the country 
and in Canada, but with clients with world- 
wide business connections, who may find 
our specialised knowledge useful at times. 
Moreover, as American economic policy in 
relation to more than one of the world’s raw 
materials emanating from our fields of opera- 
tion is the dominating factor, it is essential 
that we should be represented in the United 
States, from which also flow loans from the 
International Bank for Reconstruction and 
Development and from the Government 
under the Point IV programme, both of 
whith set up a wide interchange of trade with 
countries in the Orient, which it must always 
be our endeavour to asSist and handle. 


‘countries and from such European countriec 
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Hamburg.—With a continued expansion 
of the trade between Germany and the F,- 
East, greater use of our agency has been 
made and figures show that we can be we! 
satisfied that we have adequate representation 
in a country which is emerging more fu!!, 
into the economic life of the world. 


Manchester and Liverpool have continu-4 
to provide an important link in our partic .- 
pation in the finance of eastern™trade, and 
at thé same time to be a source of valuali; 
market information for Head Office and the 
branches. 


West End, London, adequately fulfils i; 
function of providing a full service for many 
clients of the Bank’s eastern branches wiih 
with whom it is increasingly popular. 


GREAT BRITAIN’S DIFFICULTIES 


In closing, I propose as usual to devo 
my last few paragraphs to conditions in Great 
Britain, and, because of our special intere:: 
in the subject, to the difficulty which Great 
Britain’ is experiencing in achieving an 
external balance of payments. 

Much has been written recently on the 
subject of the United Kingdom’s inability 
to pay for imports with the proceeds of 


_ exports, and because of the special difficul:y 


experienced in meeting the cost of imports 
from the dollar countries, there are many 
who advocate avoidance of dollar impors 
and concentration upon - imports from 
Commonwealth and other sterling are 


as will take adequate supplies of goods fron 
the United Kingdom in return. While th 
might be a practical solution of Great 
Britain’s payment difficulties, were all the 
sterling area countries able and willing to 
disregard the effect which such a policy might 
have upon their sterling balance positions, 
and allow their sterling balances to rise 
without limit whenever the United Kinz- 
dom’s imports exceeded exports, it must be 
evident that any assumotion to this effect 
would be no more tenable than one which 
assumed that the United Kingdom might 
continue to import from the dollar countries, 
trusting to the United States, Canada and 
other dollar-based countries, to allow the 
sterling area, as personified by Great Britain, 
unlimited credit. 


“won eS 


AFTERMATH OF WAR 


No doubt there is much to be said in 
favour of Great Britain, for, when this 
country was predominant in world trade, it 
exported capital and capital goods abroad in 
large measure, building up, inter alia, rail- 
ways in the United States, Canada and the 
Argentine, to mention. no other countrics, 
and was content to wait for repayment unt! 
those countries prospered. Moreover, Great 
Britain’s present plight can, to some extent, 
be attributed to the results of war and the 
liquidation of the country’s foreign holdings 
of securities in the common cause of the 
Allies. Having thus received at the hands 
of Great Britain the seeds of prosperity, these 
same lands, partly dug to the possession of 
greater natural resources than Great Britain, 
have proceeded to eliminate Great Britain 
as a competitor in their home markets, if not 
by ability to produce cheaper and better 
goods, then by hedging themselves around 
with protective duties and regulations. 

None of these countries, however, all being 
sovereign states, can be expected or induce! 
to adopt icies similar to those which 
enabled Great Britain to remain for an crs 
the great creditor nation of the world, whi's 
at the same time encouraging and helping 
—_ countries with unfavourable trade 

alances to prosper the continue 
extension of loans ‘on aber assistance by 
way of capital goods. In fact, the world of 
today is in a different stage of developmem 


* 
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and, apart from some assistance by way of 
establishing oil refineries in sterling area 
coumries, there do not appear to be many 
long-term fields wherein the dollar countries 
could come to the rescue of the sterling area 
-ountries by investing capital in quickly 
productive enterprises in the way - Great 
Britain did a century ago. If this be so in 
relation to assistance from the dollar to the 
sterling area countries, and the United States 
has been more than generous in extending 
dollar aid to relieve distress, it is equally 
so in relation to assistance from Great Britain 
:o the less developed countries of the sterling 
erea, although Great Britain is still sending 

pital goods in addition to manufactured 
goods to many of ‘these countries, in pay- 
ment, or part payment, for imports of vital 
raw materials, etc. 


MUST STAND ON OWN FEET 


Therefore, it seems essential that the 
United Kingdom should become able to stand 
pon #s own feet in relation to both dollar- 
based countries and sterling-based countries, 
whether of the British Commonwealth of 
Nations or otherwise, and as _ practical 
bankers, much engaged in the exchange 
markets of the world, it seems to us that the 
problem which faces the United Kingdom 
is essentially a practical one, which can be 


illustrated in some degree from our own 
experience. C 


The Chartered Bank if not ‘the greatest 
single financial institution .based on London 
dealing with the United Kingdom’s foreign 
trade, is certainly one of the first half-dozen 
so engaged, and every year the bank makes 
a very substantial contribution to the United 
Kingdom’s balance of payments and pros- 
perity, without using up any labour or 


imported raw materials, and with only the- 


minimum consumption of resources within 
the country. We may therefore claim, with- 
out fear or favour, that the bank is a valu- 
able asset of this country, and is justified in 
giving expression to its views upon this all- 
nee yee subject of balancing the country’s 
trade. mre 


PROFITS, TAXATION AND INFLATION 


_ The Bank also pays a heavy contribution 
in tax on all its profits, both abroad and ‘in 
this country, and the final amount taken by 
this country, after. providing for all foreign 
payments, is far from inconsiderable. The 
proportion of profits paid to the stockholders, 
who take all the risks, and provide all the 
reserves necessary to the business, represents 
& very small share indeed as compared with 
the taxation the Bank pays. So that inflation 
caused by the payment of dividends by this 
bank scarcely exists. And if taxation were 
less, the bulk of the saving to the bank 
would not be paid out in increased dividends, 
but would be used in the furtherance of our 
business abroad, which would not only 
eliminate any possibility of its creating infla- 
onary pressure here, but would contribute 
to the greater benefit of this country’s balance 
of payments. As the position stands to-day, 
what the bank pays in taxation here on profits 
earned overseas, is spent in this country, and 
to this extent we are debarred from helping 
to mecrease the foreign income which this 
country so urgently needs. 


That all heavy taxation is inflationary is 
axiomatic, but here we have a concrete 
instance of taxation which is both damaging 
to the country’s foreign payments position 
and, at the same time, contributes to inflation 
within the country. If all the expenditure in 
this country were necessary we should be the 
last to complain, but to the average man 
unnecessary expenditure appears to be 

and, even if this were not so, there 
could be no justification for expenditure in 
this country, whatever it might be for, if it 


led to the ruination of other nations in the 
os 


sterling area, through the collapse of sterling 
as a world currency, 


OUTLOOK BLEAK 


The plain fact of the matter is that Great 
Britain must live within its income. That 
Great Britain is not doing so at present is 
patent in its inability to balance the foreign 
payments position. In other words Great 
Britain is taking more out of the common 
pool than it is putting into it. This position 
can only be rectified by putting more into the 
pool and/or by taking less out of it, which 
means working harder and/or lowering the 
standard of living. If this implies, in justice 
to our friends throughout the world, that the 
more affluent of the people of the United 
Kingdom, whether workers or others, must 
eschew television sets, electrical appliances, 
films, tobacco, and even some proportion of 
the food subsidies and benefits of the welfare 
state, then the people concerned must face up 
to the position or emigrate, for it is quite 
certain that sooner or later our friends 
abroad will refuse to foot the bill. As was 
appropriately quoted the other day. in a 
special article in The Times on “ The 
Beveridge Principles,” “To each according 
to his needs, at the best standard the com- 
munity can afford.” 


The outlook is therefore sufficiently bleak ; 
but the unequivocal declarations of the 
present Chancellor of the Exchequer have 
given hope that the Government will leave 
no stone“ unturned to correct the disequi- 


‘hbrium of Great Britain’s foreign payments 


position, and I have therefore felt justified in 
putting my views on this painful subject 
before our stockholders, which hitherto I 
have refrained from doing. Given the ability 
to greatly increase production of coal and 
steel, and accelerate the building of ships, and 
the production of all kinds of motor vehicles 
and machinery, etc., the welfare state without 
modification would be well within the grasp 
of the people, and the balance of payments 
position would take care of itself. No doubt 
all this is very clearly in the mind of the 
Chancellor of the Exchequer, but until the 
people of the country can be inspired to 
greater efforts (which to be effective must not 
carry with them equivalent monetary gains) 
the measures open to the Government to 


balance our foreign payments position are in - 


the main of a restrictive nature. The balance 
of payments once achieved, however, must be 
regarded as the initial step to greater effort 
and greater freedom. Only so will the 
country regain its stature and justify the use 
of sterling as the world’s most used and most 
useful currency. 





Economic Intelligence 


The Economist Intelligence Unit provides 
a means whereby the specialist knowledge 
of The Economist, its research facilities 
and its sources of information, both at 
home and overseas, can be directed to the 
particular requirements of business firms 
and other organisations. The Unit can 
supply information and prepare reports on 
a wide range of subjects. In suitable cases, 
it can provide authoritative opinions on 
specific problems. 


The Economist 
Intelligence Unit 


22 Ryder Street, St. James’s, 
London, S.W.1 
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THE STERLING TRUST 
HIGHER GROSS INCOME 


The thirty-fifth annual general meeting of 
The Sterling Trust, Limited, was held on 
March llth in London, Mr A. H. Wynn 
presiding in the absence of the chairman, 
Mr M. F. Berry. 


The following are extracts from the chair- 
man’s circulated statement:— 


Gross income, excluding arrears, for the 
past year amounted to £278,645, as compared 
with £248,709 for 1950, thus showing a satis- 
factory increase of £29,936. Nett income was 
£99,560 against £85,314. For 1950 the 
dividend on the ordinary stock was 74 per 
cent. For 195} your board recommend a total 
dividend for the year of 10 per cent. This 
will absorb £45,937 and it is proposed to 
deal with the balance by adding £30,000 to 
the revenue reserve account, raising that 
account to £430,000 and by adding {654 to 
the carry forward which will then amount to 
£71,307. 


In recommending this larger dividend, your 
board have been influenced, of course, by the. 
estimate of revenue for 1952 which indicates 
that it should be possible to maintain this 
dividend for the current year. In view, how- 
ever, of the prospect of even higher taxation, 
shortages of raw materials and the impact 
of a rearmament programme on our industrial 
output, it is impossible to put forward esti- 
mates of a longer term. 


The capital position shows a further small 
improvement during the year, the valuation at 
December 31, 1951, at £5,384,815, showing 
an appreciation of £979,655 or 22.24 per cent 
over the book cost of £4,405,160. A year 
earlier the appreciation was 19.2 per cent. 


The report was adopted. 


THE OMNIUM 
INVESTMENT COMPANY 


DIVIDEND INCREASED TO 
9 PER CENT 


The 65th annual general meeting of the 
Omnium Investment Company, Limited, 
was held on March 6th, in London. 


Mr H. C. Drayton (the chairman), who 
presided, in the course of his speech, said: 
The gross revenue for the year amounted to 
£213,800 against £184,600 last year, which 
is an increase of £29,200. It.is satisfactory to 
note that our income from dividends and in- 
terest rose by £31,200 from £177,500 to 
£208,700. Our expenses of £141,600, which 
include income tax and debenture interest, 
show an increase of £22,200, which is prac- 
tically wholly due to a rise in income tax 
from £53,600 to £74,600. 


We have, therefore, a net figure available 
for distribution of £72,200, against £65,200 
last year, an increase of £7,000. If share- 
holders endorse our recommendations to pay 
a final dividend of 54 per cent, making 9 per 
cent, and to transfer £5,000 to a superannua- 
tion fund, we shall carry forward £87,500, 
an increase of £16,400 on the year. 


I do not think you can expect me to 
attempt to tell you how the Budget may or 
may not affect the revenue of this company 
for the year. I would, however, point ovt to 
you that, taking into account the £6,800 ad- 
ditional tax reserves we have made, we earned 
16 per cent on the ordinary stock, against 
the 9 per cent we are paying ; so that, taking 
it by and large, while | cannot forecast what 
our revenue is likely to be, I think you can 
take it that your 9 per cent-dividend is safe. 


The report and accounts were unanimously 
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NG AND SHANGHAI BANKING 


CORPORATION 


STEADY BUSINESS EXPANSION REFLECTED IN RECORD FIGURES 


FAR-REACHING MEASURES TO STOP DRAIN ON GOLD RESERVES 


COMMONWEALTH’S AIM TO MAKE STERLING FREELY CONVERTIBLE 


STABILITY HAMPERED BY INFLATION AND LAWLESSNESS IN FAR EAST 


EFFORTS TO OBTAIN RELAXATION OF AMERICAN RESTRICTIONS 


THE HON SIR ARTHUR MORSE ON THE COLOMBO PLAN PROGRESS 


The ordinary yearly general meeting of 
The Hongkong and Shanghai Banking Cor- 
poration was held on March 7th at the head 
office, 1 Queen’s Road, Central, Hongkong. 


The Hon Sir Arthur Morse, CBE; who 
presided, said:— 

Ladies and Gentlemen,—We meet here 
today, still under the shadow of the loss 
suffered by the Commonwealth and Empire 
just four weeks yesterday, when the death 
occurred of our beloved King George VI. 
In his life His Majesty symbolised some of 
those characteristics which as a nation we 
have long considered important—a sense of 
duty, service for others, and the family life. 
Our sympathy goes out to the members of 
the Royal Family and especially to the three 
generations of Queens who hold a very 
special place in our hearts. We greet the 
accession of Queen Elizabeth II with pride, 
hope, and trust. No successor to the throne 
could be so welcome. She is the ideal 
Queen. Long may she reign over us. 


NET PROFIT AND APPROPRIATIONS 


Turning to the accounts before you, the 
net profit for the year, after making trans- 
fers to reserves for contingencies, amounts 
to HK$17,283,671, which slightly exceeds 
the corresponding figure for the previous 
year. Including the balance of profit brought 
forward from last year, the total available 
for distribution amounts to HK$23,982,895. 
Out of this total it is recommended that, 
as in previous years, a sum of HK$3 
million be written off bank premises, 
and, after allowing for this amount, 
the interim dividend of £2 per share, and 
the final dividend of £3 per share which is 
mow proposed, there remains a balance of 
HK$8,075,332 to be carried forward to next 
year. 


You will see from the balance sheet that 
there has again been a substantial increase 
in the figures and that the total now exceeds 
£254 million, an increase of £384 million 
over last year’s total and an all-time record 
in the history of the bank. 


The increase of £384 million is made up 
of a rise of £36 million in current and other 
accounts and £24 million in acceptances on 
behalf of customers. -Current and other 
accounts, which now amount to almost £196 
million, continue to reflect the steady expan- 
sion in our business which has been in 
evidence during the past years. 


ASSETS AND INVESTMENTS 


With regard to our assets, cash has de- 
creased by some £445 million, but you will 
notice there has been a substantial increase 
of over £32 million in money at call re- 
sulting in a net increase in our liquid assets 
af approximately £28 million. Bills re- 
ceivable now amount to nearly £514 million, 
the increase of £12} million being due 


- 


partly to a rise in our holding of United 
States Government Treasury bills in New 
York and partly to the greater extent te 


which the facilities of the bank have been 


utilised in financing trade during the year 
under review. In this connection it is in- 
teresting to note that over 64 per cent of our 
liabilities to eur customers is represented by 
cash, money at call, and bills receivable. 


Investments at {£26 million show a 
decrease of just over £64 million. This 
decrease arises mainly as a result of the 
redemption of certain of our short-dated 
securities, but is also due to some extent to 
the fall in the market prices of our invest- 
ments. In common with other financial in- 
stitutions, our holding of British Govern- 
ment securities suffered a severe decline in 
value during the closing months of the year. 
In order to provide for this depreciation a 
sum has been allocated from our reserves for 
contingencies, which is an illustration of the 
necessity to which I referred in my remarks 
last year of continuing to build up our in- 
ternal reserves. The only other material 
alterations in the totals of the assets are in- 
creases of {2 million in advances and {24 
million in acceptances which do not appear 
to call for special comment. 


“PEACE BECOMES EXPENSIVE” 


“Peace becomes Expensive” was the apt 
title used by The Times for the main 
editorial in its review of the year 1951. -I 
think that these three words sum up very 
adequately one of the main economic features 
of the past year. Rearmament turned out to 
be a bigger burden than had been expected. 
The dollar gap yawned wider and deeper 
than anyone had foreseen and the crisis was 
clearly revealed in all its seriousness when 
Mr Churchill’s new government took office 
in November. Now Great Britain is pre- 
paring to face the grim task of closing the 
gap. 

The Commonwealth and Colonial Empire 
must, of course, bear their share of the burden 
and help to pay the high price of peace. The 
Commonwealth Finance Ministers agreed in 
London last January to stand solidly by the 
sterling area, starting with drastic, realistic, 
and far-reaching measures to stop the drain 
upon gold reserves, but ending with expan- 
sion and development of the great resources 
of that widespread area. The Chancellor of 
the Exchequer said that there was no sign of 
any of the countries of the Commonwealth 
wishing to leave the sterling area. The final 
aim and the lasting solution of the problem 
is one which will make sterling freely con- 
vertible into all the main currencies of the 
world and will drive on to the position, for 
which we all so greatly hope, when_restric- 
tions and controls can be cast to the winds. 
I myself am convinced that the more we pet 
rid of the barriers the more rapidly will trade 
get moving to meet the shortages of raw 


materials and consumer goods which stil! 
exist in so many parts of the world. 


INFLATIONARY SPENDING IN THE FAR EAST 


But so far as the Far East is concerned ani 
while the war continues in Korea, and even 
after peace comes (for I fear that in the fore- 
seeable future the tension is unlikely to ease 
much in the East any more than in the West), 
currency di ties will remain and we are 
unlikely to get back to those happy days of 
almost unrestricted freedom of trade. Even :{ 
political developments in the East get no 
worse, it is difficult to see how stability can be 
expected while there is inflationary spendiny 
and incompetence on the part of govern- 
ments and a sad lack of law and order in 
many areas. Yet so long as there is a demand 
for products of these areas, and while they 
continue to fetch good prices, a fair volume 
of trade should continue and an improvement 
should come as and when political conditions 
take a turn for the better, 


One of the most striking features of the 
postwar years has been the way in which 
through intérnational agencies or otherwise 
the countries blessed with a relatively high 
standard of living have made efforts to bring 
aid to the less developed territories through- 
out the world: The United Nations, the 
United States, and the British Common- 
wealth have been prominent in such activi- 
ties. ; 

THE COLOMBO PLAN 


I made a reference in my last statement to 
the Colombo Plan, which was initiated at the 
meeting in Colombo of the Foreign Minis- 
ters of the Commonwealth countries over 
two ees ago. In July last the main plan of 
development was launched, but in January, 
1951, a Council of Technical Co-operation 
had already been set up in Colombo as 1n 
integral part of the whole idea. Real pro- 
gress has been made with this particular 
scheme, which provides ecbiniest experts 
and technical training for Asian personne! 
needed to carry through the projects adopted 
by the several countries whose development 
plans have been set forth in the Colombo 
Plan report. The original report, which was 
published in November, 1950, no longer 
accurately describes the scheme of things as 
now existent. The Commonwealth Consulta- 
tive Committee has become an International 
Committee, in which the United States are 
taking part, and i in the general 
scope of the “Plan” are the extensive 
measures undertaken by the United States 
Government in the same area, such as some 
of the “ Point Four” projects, certain parts 
of ECA aid (now Mutual Security 
fiouk end Taepereapiey Beak Soena where 

- where- 
of these touch the planned pro- 
It is significant and important that the 

; % 
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oresent emphasis in the whole area should be 


n agricultural ‘development or plans which 
vill in the main: _— the rural economy 
\f these areas, I heartily welcome this 
rend of events. I am convinced that it is 
. mistake to hasten industrialisation, and 
efter all it is — cueecnmee that > 
dominant aspect of 
ve turned towards porte aes and es 
ee ing that more than half of the population 
the world get barely half of the calories 
ney need. Thus the Colombo™Plan has 
ome an aggregation of various aid projects 
‘or the whole of South and South-East Asia. 
e launching of the original scheme served 
valuable purpose in calling attention to 
urgent needs of the underdeveloped 
intries in the area, which, if neglected, 
ould inevitably result in political and revyo- 
vonary discontent of revolts against~ the 
blished authorities. 


| have referred in some detail to this matter 
suse the plans and projects now being 
‘sed forward are especially important both 
nomically and politically to the areas 
ere our bank Operates. oreover, in Eng- 
nd last year at the first meeting held to 
elcome the representatives of British Over- 
is Legislatures I noticed that much stress 
was laid on the Colombo Pian by the Secre- 
ry of State fer the Colonies in his opening 
speech on that occasion. 


HONGKONG 


I feel sure that I speak for all who have at 
heart the welfare of Hongkong when I say 
that it was with great pleasure that we heard 
that the term. of office of His Excellency the 
Governor, Sir Alexander Grantham, had been 
extended until July, 1954. Sir Alexander is 

not only popular in all circles, but he is also 
honoured and respected for the wise and 
understanding way in which he administers 
the affairs of this Colony. We are- indeed 
fortunate that he is to stay with us. But we 
suffered a blow last December when we heard 
that our extremely able Colonial Secretary, 
Mr J. F. Nicoll, was to leave Hongkong on 
his promotion to the important post of 
Governor of Singapore. Hongkong’s loss is 
Singapore’s gain. I have no doubt at all that 
Mr Nicoll will very quickly gain the con- 
fidence of all sections of the community in 
his new and onerous appointment as he did 
so. quickly here in Hongkong. 


Mr Oliver Lyttelton’s visit last December 
was very welcome to all of us and to the 
whole Colony, especially as | believe it was 
the first visit paid to Hongkorig by a Secretary 
of State for the Colonies» It is good to know 
that the Colonial Office is now im charge of 
an official with recent personal knowledge’ of 
conditions in Hongkong. We can feel that 
our problems are in safe hands. I would like, 
hewever, to add that on recent occasions in 
London when I had conversations with Mr 
Griffiths, the former Colonial Secretary, I was 
much impressed with his keen grasp and wide 
knowledge of the problems of the- Colony. 
Mr Lyttelton took the opportunity of his visit 
to make a particularly’ welcome declaration 
which I will again place on record. He said: 


“His Majesty's Government are ne 
tO maintain their position in Hongkong, and 
‘will discharge to the utmost of their ability 
their responsibilities towards the Colony as 
regards both defence and the welfare of its 
population.” 


Every year at this time prior to ‘the intro- 
duction of the tions the 
Governor makes a speech outlining some of 
the major developments in the Colony. 
Invariably a great deal of interesting and 
impecinwe information is provided to the 

Again this year, on March Sth, His 

Sealine speech we packed with informa- 


things which we know Hongkong needs ; 
hospitals, stiiocls, reservoirs, roads, the city 
hall, and, perhaps most important of all, 
hotising for the less privileged members of the 
community. I fully endorse this policy of 
advancement. The et of the Colony was 
presented to the legislative council on the 
same day in a very lucid way by our new 
financial secretary, Mr <A. G. »Clarke. 
Naturally there has not yet been time to 
make a careful study of his figures and I will 
merely say that it is satisfactory that revenue 
lias remained buoyant throughout the past 
year and that we have an increased revenue 
balance against future contingencies. 


THE COLONY’S FRC AND TRADE FIGURES 


However, the long list of important public 
works which are on the financial programme 
makes us realise that we cannot be compla- 
cent about the financial position of the 
Colony. Many of these works are urgent: all 
of them necessary if we want to see Hong- 
kong develop on the right lines. It is quite 
obvious that it would be out of the question 
to attempt to float a loan at the present time 
so we must face the fact that payment for 
these works must come out of revenue. But 
as these works get under way their annual 
cost will grow, I am not in favour of drawing 
on our general revenue balance as it may well 
be needed in the future. The implication is 
that if revenue falls off we may have to face 
additional taxation to meet these important 
charges on revenue. 


This time last year we hardly expected that 
the immense trade figures for 1950 could be 
excelled by those for 1951. You will remem- 
ber that the 1950 figures for exports were 
no less than 60 per cent higher than those 
for 1949 while imports. were .38 per cent 
higher. Yet in fact¥the 1951 figures show 
exports up a further 19 per cent and imports 
nearly 29 per cent. The peak was reached, 
however, by the end of March, the record 
month, when imports and exports together 
totalled HK$1,091 million for one 
month, or about the same as. for the whole 
of a normal prewar year such as 1938. By 
December, 1951, the month’s figures were 
down to HK$737 million, though here we 
saw some reaction from the low spot of the 
year which was HK$591 million in Septem- 
ber, but even this was well above the monthly 
averages in 1947, 1948 and 1949, and not far 
short of the monthly average in 1950. 


EXPORTS TO CHINA 


The effect of the embargo on exports to 
China imposed at the instance of the United 
Nations which comprehensively covered 

“items re in the production of arms, 
ammunition, and implements of war” and 
which came into force ‘in June, can be seen 
in the fact that Hongkong’s exports to China 

uding F were valued about 
HK$1,151 million from January to the end 
of June, but from July to the end of the year 
they amounted to only HK$452 million. 
Imports from China in the two half years 
showed littlchange, being HK$455 million 
in the first half and H.K.$408 million in the 
second half of the year. Towards the end of 

year ~~ ———— of. trade with China 


$: thus exports to 
‘down to HARS107 million a the 
of the ~ 





and loaded has naturally fallen off when com- 
pared with 1950, but the figures are still only 
slightly below those for 1949. It is clear that 
@ moderate recession got under way in the 
later part of the year. However, in our 
experience of trade in the Far East the word 
“normal ” has rarely found a place and we 
can only meet the future as it arrives. Bank- 
ing operations have continued at a high level. 
The Clearing House figures fell off a litile 
at. the end of the year, but they were still 
well above the average monthly figures for 
1950, and the total for the year 1951. was 
equivalent to more than £1,100 million, which 
compared with £900 million in 1950. 


AMERICAN RESTRICTIONS 


The United Nations embargo, coupled with 
the restrictions imposed by the United States 
on shipments to Hongkong in December, 
1950, which are still in force, have naturally 
had an unfortunate effect on some of Hlong- 
kong’s industries. Efforts are constantly being 
made, without much success, to obtain rejaxa- 
tion of the more onerous of the American 
restrictions, which do not do any harm to 
China and in some cases have caused un- 
employment in Hongkong through the closure 
of factories. In others they have put up the 
costs of local industries, which have had to 
buy their raw materials, especially cotton, in 
a more expensive market. As a result Hong- 
kong goods aa it =~ to compete with 
Japanese a made from American 
materials. ese difficulties will, we hope, 
be solved if a settlement is reached in Korea: * 
they are just another instance of the per- 
nicious injustices brought about by controls, 
restrictions, and embargoes, however justi- 
fiable they may seem to be. 


Further significance is added to what I have 
just said if you will note that Hongkeng’s 
imports from Japan have increased_ rapidly 
from HK$229 million in 1950 to HK$392 
million in 1951. Exports to Japan only in- 
creased from HK$120 million to HK$192 
million. Japan has expanded her trade in the 
past year with all the countries in the East, 
as is well-known, a matter to which I shall 
refer again later on. Imports from and ex- 
ports to the United States fell off consider- 
ably last year, as was to be expected, but 

imports from Germany increased from 
HK$37 million to HK$214 million in the 
year, and the latter has in fact expanded her 
trade throughout the East in a way only 
second to Japan. 


I cannot conclude this section of my 
speech relating to Hongkong. without say- 
ing how. much we appreciate having the 
British armed forces stationed in the colony. 
Not only are we glad to have them here 
for defensive purposes, but also we welcome 
them because of the part they take in the 
life of the colony. We must continue to 
assist in providing amenities wherever they 
are needed. 


CHINA 


Trading arrangements with China, both 
imports and exports, are now -very largely 
in the hands of Chinese Government 
Departments or their agents, and it. has 
been estimated that 70 to 75 per cent of 
China’s foreign trade is with the Soviet 
Union and East European countries. Bank- 
ing is also becoming more and more under 
Government control, not so much in the 
western sense, but rather following the 
Russian pattern, 


Two years ago I said that we did not 
propose to withdraw our offices from China 
so long as there was some likelihood of 
their being able to do business. Now it 
seems. that there is little room for foreign 


* banks to operate in China. In fact, we took 


ae to. withdraw our offices from Tsingiao 
Swatow in January, 1954. In September 

Tsingtao was effectively closed, but although 
we have, now liquidated our office i in Swatew, 


« 
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our agent has been unable to get a formal 
clearance from the local authorities, and he 
is still fhere. In September we took steps 
to close our Tientsin and Peking offices, and 
we ate doing no business at these places 
while ‘liquidation is proceeding. In Shanghai 
we now only have four members of the 
foreign staff, and business as far, as we are 
concerned is at a standstill. 


Apart from saying this I do not propose 
to attempt to penetrate the curtain which 
hangs over China—whether it is a bamboo 
or an iron one. We, like others, have a 
number of problems awaiting solution with 
the Chinese authorities, and it would not 
help matters to refer to them. I will how- 
ever say this. What is at stake in all this 
turmoil and confusion is something that 
goes far deeper than party dogma or political 
theories ; jit depends upon the honour, good 
faith, and fundamental character of the 
Chinese people. 


MALAYA 


& 

I will now turn to Malaya, a very important 
territory for the bank. Early in 1951 fhe 
Communist rebellion—the so-called “ Emer- 
gency ”"—was satisfactorily held in check and 
indeed for some months considerable success 
was obtained as a result of the vigorous 
operations undertaken by the police and mili- 
tary combined. The resettlement of squatters 
also proceeded smoothly. These intensified 
efforts appear to have driven the enemy into 
a desperate recrudescence of bandit activities 
which, in spite of many losses, brought them 
not a few successes. The police, military, and 
civilians as a consequence had serious casual- 
ties. The culminating point was the disaster 
suffered in the murder of the High Commis- 
sioner, Sir Henry Gurney, on October 6th. 
Sir Henry’s untimely death was a_ serious 
blow to all communities in Malaya as the 
many remarkable tributes to his great quali- 
ties have shown, We wish General Sir Gerald 
Templer every success in the important tasks 
ahead of him. Mr Oliver Lyttelton’s visit 
helped to clear the way, but the support of all 
communities will be needed to obtain a 
speedy solution of the troublesome problems 
of Malaya. 


It has been said before, but I do not apolo- 
gize for saying again, that the confidence of 
the Malay, Chinese, afd Indian communities 
needs to be gained and maintained. It is 
especially important that the Chinese should 
be enlisted actively on the side of the Govern- 
ment, Phrases like these come easily off the 
tongue, but to put such words into practice 
takes time and patience. The Commissioner- 
General, Mr Malcolm MacDonald, has done 
a great work in this direction. Definite pro- 
gress has been made in the past six years 
while he has held his office and the Malay and 
Chinese communities are more and more 
showing a willingness to compromise their 
differences and to combine for the good of 
Malaya. It#is good news that Mr Mac- 
Donald’s term of office has been extended. 
Much still remains to be done and the 
European, Indian, and Eurasian communities 
also have their part to play in order to ensure 
that the pertinsula is swept clear of militant 
communism and united in loyalty to a country 
which will, we hope,. take its place in due 
course as a sturdy self-governing unit of the 
British Commonwealth of Nations. 


COMMERCIAL AND ECONOMIC DEVELOPMENTS 


There is a great deal that could be said 
about Malayan commercial and economic 
developments in the past year but it would 
lengthen this survey, too much to do more 
than refer rapidly to some of tHé outstanding 
affairs. The 1951 trade figures were once 
more a record, being no less than 56 per cent 
higher in value than those for 1950. Exports 
exceeded imports by about Malayan $1,270 
million. It has been estimated that Malaya’s 
United States dollar net earnings for-the year 
were about 410 million in spite of the fact 


+ 


that the United States Government dropped 
out of the Singapore tin market in March, 
1951. The trade figures were enhanced by 
the exceptionally high prices of rubber and 
tin in the early part of the year, but later 
the fall in prices brought the monthly figures 
down well below the comparative months in 
1950. 


Imports, however, were maintained. It is 
noteworthy that shipments from Japan rose 
from M$93 million in 1950 to M$243 million 
in 1951 and from Germany rose from about 
M$22 million to M$76 million. The fact 
that imports from the United States dollar 
area increased considerably to M$270 million 
must be recorded with some surprise. Tin 
exports were slightly under 65,000 tons, as 
compared with nearly 82,000 tons in 1950, 
but production of tin has been maintained at 
roughly the same level as the previous year, 
in spite of the great difficulties facing tin 
miners under the hazardous conditions in 


. Malaya. 


There is reason to hope that the arrange- 
ment made by Mr Winston Churchill with 
the United States Government in January 
providing the latter with 20,000 tons of tin 
by the end of 1952 will at any rate bring to 
an end the boycott of Malayan tin. Those 
concerned with the tin industry are seriously 
worried at the almost insuperable difficulty 
of* prospecting for new tin-bearing areas 
under present conditions in the interior. 


Exports of rubber from Malaya, includi 
re-exports, were maintained at the high lev 
of about 1,150,000 tons, of which exports to 
the United States of America were a little 
over 360,000 tons. Incidentally, the value 
of rubber exports came to roughly 70 per 
cent of Malaya’s total exports. Over 40 per 
cent of the national income of the federation 
is believed to be derived from the rubber 
industry and around 30 per cent of the labour 
population is engaged in this activity. The 
importance of rubber is therefore obvious 
and no stone should be left unturned in order 
to ensure that the industry is maintained in 
a healthy and prosperous condition. The fall 
in Malayan rubber production in 1951 by 
about 90,000 tons was due to a number of 
causes, such as labour shortages, the disturbed 
conditions around and on the estates, and 
so on. Meantime Indonesian production in- 
creased by roughly the same amount, It 
remains to be seen what effect the new ex- 
change regulations issued in Djakarta last 
month will have on Singapore’s entrepét 
trade and United States dollar earnings. 


RUBBER REPLANTING 


One of the most serious problems now 
facing the Federation Government is that of 
taking steps to ensure that replanting is 
started on the | million acres of small hold- 
ings which contain trees over 30 years old. 
It is also very important for the future that 
some agreement with the United States 
Government should be reached to bring about 
the relaxation of. their policy of enforcing 
artificial controls and limitations on the use 
of natural rubber and of subsidising synthetic 
rubber. Sudden falls in prices such as have 
occurred recently are not only ul to 
the industry, but are an additional cause of 
anxiety to the local authorities. 


_ Malaya’s prosperity depends on rubber and 

tin; the Communists are doing everything 
they can to interfere with plantations and 
mines. If these industries are depressed by 
policies adopted by the largest consuming 
country it will in effect be playing into the 
hands of the Communists and seriously 
endanger the political and social stability of 
this peninsula, which is undoubtedly the most 
vital spot in South East Asia. 


It is satisfactory that rice production is 
steadily increasing year by year. The 1950-51 
season gave a record crop of over 442,000 
tons, but a similar quantity is still being 
imported, and Malaya will remain in an 
unhappy situation at the mercy of the big 
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producers until she becomes self-supporting. 
ce no doutt she will bdlete-cery loug. “ 


INFLATION DANGERS 


The danger of inflation in Malaya seemed 
particularly serious early in the year 195) 
when rubber~and tin prices were at the: 
peak, but by the end of the year the situation 
was less menacing. In 1950 the bank not. 
circulation increased over 50 per cent, bu: 
last year it rose from M$633 million to 
M$764 million, some 20 per cent. At th: 
same time total bank oe up 21 pe: 
cent to M$1,263 million, while the monthly 
clearings dro slightly in the latter par: 
of the year. cost-of-living indices fox 
1950 rose 10 per cent to 20 per cent accord- 
ing to the grades concerned, and in 1951 
there were further rises up to 11 per cent. |: 
is clear that inflationary possibilities need 
watching. 

The financial statement for 1951 of both 
the Federation and the Singapore Govern- 
ments show satisfactory revenue surpluses 
for the year of about M$110 million and 
M$41 million; respectively, thanks to the 
swollen receipts from rubber and tin duties 
and in spite of record expenditures. When i: 
is remembered that these two administrations 
depend so much, directly or indirectly, on 
the continued prosperity of the rubber and 
tin industries, which are subject to many un- 
predictable tendencies, there is every reason 
to support the present policy of building up 
financial reserves against the rainy day. The 
difficulty of raising capital by means of public 
loans was illustrated by the lack of public 
support for both the Federation Government 
Loan and the Singapore Municipal Loan 
floated last autumn at the price of 98 with 
3% per cent interest, repayable 1961-71. Bur 
consideriny a good or Mn ce returns 
were av e from prior Singapore and 
FMS loans and from eeiarianiar stock 
issued in London and tax free to residents in 
Malaya, the failure of these issues was not 
surprising. 


Before I pass on to other topics, I must 
record a note of congratulation to Singapore 
On its receiving a Royal Charter conferring 
on it the dignity of a city on September 22 
last. Singapore’s history dates from January 
28, 1819, when a few huts on the edge of the 
jungle were all there was to indicate to Sir 
Stamford Raffles a site for this great and 
prosperous city which he then started to 
build. The loyal population of Singapore, 
predominantly Chinese, celebrated the occa- 
sion with enthusiastic civic pride. We 
British, whose forebears initia the build- 
ing of so many famous towns and cities in 
the East, proudly associate ourselves with 
the honour done to Singapore—“ Majulah 
Singapura ”—“ Let Singapore flourish.” 


Finally, a word about the retirement of 
our Singapore manager, Mr Charles 
Edwards, who has’ just left the bank after 
nearly 40 years’ service. As manager for 
Malaya in the postwar years he has done us 
very good service and he will be missed by 
a wide circle of friends. It was fitting that 
only last June he had conferred upon him 
the honour of’ Commander of the Most Excel- 
lent Order of the British Empire. 


NORTH BORNEO AND BRUNEI 


You are probably aware that for adminis- 
trative reasons our office at Jesselton 1s 
entrusted with general control over our other 
offices in the Colony of North Borneo and 
the State of Brunei. These agency offices 
are at Sandakan and Tawau in Borneo, and 
Brunei Town and Kuala Belait in Brunei. 
In the latter territory the oil field at Seria 
dominates the scene. It is rated by the 
British Malayan Petroleum Cima in a 
progressive. at: The production of oil is 
increasing rapidly and a self-contained town 
is being ui for its general needs. ‘The 


™ 
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administration of Brunei naturally profits 


from this situation and revenue is now, I 
believe, higher than that collected in the 
Colony of North Borneo. Perhaps inevit- 
ably developments in the towns where our 
offices are established in Borneo seem to 
compare unfavourably. Nearly seven years 
after the reoccupation of the 
the public utility services in these towns 
are still either non-existent or ineffective 
and inefficient. Much planning has been 
done and the groundwork has been laid 


for progress which will no doubt get 
under way when steps are taken to 
import the necessary labour. Nevertheless 


e natural wealth of the country has come 
to its rescue, For the second year in suc- 
ssion exports exceeded imports by the 
ent of about £5 million. Rubber 
uneal for 76 per cent of the value of 
orts and copra for another 14 per cent, 
ile timber accounted for a considerable 
part of the balance. Other agricultural: pro- 
ducts are being encouraged as is indeed very 
necessary. The Governor has indicated his 
keen desire for more rapid pfogress in the 
development of the country and this augurs 
well for the coming years. After much 
delay we have recently obtained a suitable 
site for a proper bank building in Jesselton. 
The plans have been prepared and work 
will start shortly. Although the returns are 
not spectacular I am satisfied with the steady 
progress our offices are making in Borneo. 


equi 


INDIA 


The year 1951 provided India with a 
number of difficult problems, but in Spite of 
periods of desp@ndency she surmounted 
them surprisingly well, partly as a result of 
fortuitous circumstances and partly through 
her own foresight. The tragic death of Mr 
Liaquat Ali Khan resulted im a lessening 
of political tension between India and 
Pakistan and caused at amy rate a temporary 
improvement in the Kashmiri political situa- 
tion. Furthermore, the fixing of the rupee 
rate and the trade agreement between the two 
countries eased up trade difficulties, and in 
particular helped the movement of raw jute 
and coal. Prices rose rapidly in the early 
part of the year, but serious inflationary 
possibilities were forestalled by Government 
action coupled with a reaction in prices. 
The food situation was at one time alarm- 
ing owing to floods here, droughts. there, 
and the Assam earthquake, but somehow 
the patient and. long-suffering population 
escaped a major calamity. Yet five million 
tons of wheat had to be imported and the 
outlook for 1952 is not mnuich improved. 


Much has been written about the am- 
bitious five-year plan, the draft of which was 
published during the year. Its importance is 
clearly evident, and it is justly claimed to be 
an advance on the six-year year plan prepared in 
connection with the Colombo~programme, 
but the prior emphasis is still on schemes 
which will help to goaddoce large 
of food. Meantime, as part of their contri- 
bution to the Colombo Plan programme 
Australia, Canada, and the United States of 
America have contributed supplies of food 
grains and the rupee count fund 
een Weed bo Demniee Same te eee leat Be 
jects which also benefit food production. 


Se 


Early in January an it was signed 
with the United States 2 the latter 
agreed to provide US$54 ion as a téch- 


nica¥ co-operation fund for rural 
ment schemes. This project, taken with the 
technical na * which 
gressing rapidly under the 
will undoubtedly prove of 
India’s production in tn the course of ti 


The recent agreements 
aoe eee 


territory — 


My comments today on developments ‘in 
a large country like India must necessarily be 
inadequate and sketchy. I have looked on 
the rosy side of things: .there is unfortun- 
ately another side, but the balance shows that 
there has been progress; although much re- 
mains to be done. 


CEYLON 


The foreign trade of Ceylon continued in 
a satisfactory state last year and exports ex- 
ceeded imports by Rs.345 million. Great 
interest was taken in the visit of a strong 
mission from the International Bank under 
the leadership of Sir Sydney Caine, who is 
so wel] known to many of us in this Colony. 
The mission will shortly be reporting on the 
financing of further agricultural and indus- 
trial development which is much needed in 
order to diversify the economy of the 
country. Government Party lost a few 
adherents during the budget debate last year, 
but the Prime Minister still has a working 
majority and his views and outlook were 
happily expressed in the course of the same 
debate when he said: “ We want friends and 
we feel that the best friends we could have 
are the British and other members of the 
Commonwealth.” 


THAILAND 


The International Bank authorities have 
also been active in Thailand in connection 
with their loans made atthe end of 1950. A 
railway authority and a port authority have 
been set up each governed by an autonomous 
board as stipulated by the bank. The year 
saw some surprising political occurrences, but 
after the dust had settled down outward 
appearances showed no change. The finan- 
cial situation gives no cause for immediate 
anxiety, but there are inflationary tendencies 
oe fal oe ee ek ee 

Doll, the financial adviser to 
the Government, who has for 15 years identi- 
fied himself faithfully with the interests of 
Thailand, resigned last. March. His final 
report received considerable publicity and 
contained a number of important recom- 
mendations which will no doubt receive the 
careful consideration of the Government. 
Mr Doll asserted that “ Siam is riding on the 
crest of a wave of unparalleled prosperity,” 
but he also uttered some words of warning 
about the excessive number of small banks, 
the need to strengthen the central bank and 
the evil effects of the exchange turnover tax. 
There was again a bumper rice crop last 
season, and exports in the year probably ex- 
ceeded 1,600,000 tons, a record figure. Un- 
ee the surplus for export in 1952 is 
put at only 1,100,000 tons, which is, I hope, 
an under-estimate. ss 


BURMA 


It is disappointing that internal political 
‘conditions in have failed to 
improve in the past year, and 
situation on the Burma-China-Si 
has given rise to much uneasiness 
cision of the ——— Parliament last October 


-Fisdamen 
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former capacity, even though progress in this 
direction is certain to be slow. Another good 
sign was the agreement reached in October 
with the Burma Corporation on the working 
of the Bawdin Mines which in the past have 
produced large quantities of silver, lead and 
zinc. American aid has continued, and 
arrangements have been made to rehabilitate 
the port of Rangoon and five other ports 
which between them handle most of the 
foreign trade of the country. Recently Burma 
has decided to participate in the Colombo 
Plan. The Government fully realise the need 
for attracting foreign capital to rehabilitate 
and develop the country, and in this con- 
nection they hold strongly that Japan should 
provide reparations to restore the damage 
caused in the war. 


INDO-CHINA 


The untimely death of General de Lattre 
de Tassigny cast a gloom over all who are 
interested in the future welfare of Indo-China 
but the General’s policy of building up the 
political and military strength of Vietnam has 
been endorsed and is being continued by the 
French Government. Meantime the American 
military aid programme has been getting into 
its stride. Business conditions are naturally 
unstable but exports of the country’s main 

ities, rice, rubber, and coal, increased 
in 1951 over the previous year. Rice exports 
totalled over 360,000 tons, as compared with 
140,000 tons in 1950, and there is an opti- 
mistic outlook regarding fice prospects for 
1952, based on the expectation of imcreased 
production of Cambodian rice. Our offices 
at Saigon and Haiphong fully utilised all the 
resources at their disposal and had a success- 
ful year, but when a comparison is made with 
prewar economic conditions it is tragic to 
realise how much leeway there is to make up 
and how much better trading conditions 
would be if only political troubles did not 
dominate the scene. 


INDONESIA 


In Indonesia our branches at Ljakarta and 
Surabaja~ have continued to improve their 
business in spite of the confused and disturb- 
ing state of affairs in that country. Banditry 
and gang terrorists not infrequently sweep 
across parts of the country like tidal waves, 
clearing out crops and produce from planta- 
tions and estates. Other parts after a period 
of quiet and prosperity may in their turn 
suffer in the same way. Nevertheless, taking 
the pict as a whole, progress has ur- 
doubtedly been made. Security at the ports 
has greatly increased and the large quantities 
of rubber exported at high prices (estimated 
at nearly 800,000 tons in 1951) have provided 
a valuable source of foreign exchange for the 
country. The tonnage of copra exports was 
also higher than in any other postwar year, 
but sugar, which previously was such an 
important export commodity, remained 
depressingly in the doldrums, while tea and 
tobacco plantations have suffered severely 
from troubles of all kinds. The new exchange 
rate and the associated regulations which 
were enforced last month came to the rescue 


are, of course, well aware of theneed to deal 
with the problems of law and order, security, 
the encouragement of foreign capital, the 
increase of the productivity of labour and, 

» to ensure that ordinaty 
economic principles are put into 
practice. Indeed, we are aware that such 
problems are being tackled in spite of the 
many handicaps which are at present 
obstructing rapid progress. Se ee 
factory thatthe authorities are seeking f es 

technical assistance and advice in regard to 

many oe and that financial aid from the 
Mutual Administration and the 
Export-Import at Bek is oe being 
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received. But what the country needs most 
of all is a period of real law and order. 


PHILIPPINE ISLANDS 


The internal political situation in the 
Philippine Islands improved in the past year 
largely through the effective efforts of the 
energetic Defence Secretary, whose intensive 
campaign against the Hukbalahaps has 
brought about a definite change for the better. 
Unfortunately the land reform measures are 
lagging and agrarian unrest seems likely to 
continue until more active steps are taken to 
deal with this problem. Externally the out- 
standing event of the year was the signature 
of the Mutual Defence Pact between the 
United States and the Philippine Islands, 
which was followed by the signature of the 
Japanese Peace Treaty at San Francisco on 
September 8th. Now the negotiations with 
the Japanese regarding war reparations have 
started and there will no doubt be long and 
hard bargaining before any agreement is 
reached. Various important recommendations 
of the Bell Economic Mission have been 
implemented in the course of the year, such 
as the Minimum Wage Law and the Ex- 
change Tax Law. The latter and other in- 
creased taxes, were of considerable benefit to 
the coffers of the government. However, the 
international reserve of the Central Bank fell 
during the year from US$290 million to 
US$246 millon, owing largely to increased 
issues of import licences, which were aimed 
at counteracting inflationary pressures. 
Whereas there was an export surplus in the 
first half of the year, the second half pro- 
duced a considerable increase in imports, so 
that the final trade figures were imports 
Ps.959 million, exports Ps.831 million, show- 
ing an adverse balance of Ps.128 million, The 
decline in prices of important export com- 
modities, such as copra, coconut oil, and 
hemp, in the second half of the Year also 
affected the export figures. In view of the 
world demand for many of the products of 
the Philippines, more rapid progress with the 
agricultural programme already laid down 
would greatly benefit the economy of the 
country. 


JAPAN 


The Treaty of Peace which was signed by 
forty-nine nations at San Francisco on 
September 8, 1951, was of course the most 
notable political event of the year for Japan. 
But the opposition of Russia and the Chinese 
People’s Government leaves serious problems 
for the future. In the business field one of 

_the main events was the transfer by SCAP 
of control over foreign currency funds to the 
Japanese Government Foreign Exchange 
Control Board as a consequence of which 
Japan obtained complete control of her 
foreign trade. Another important event was 
the signature of the new Sterling Area Pay- 
ments Agreement on August 31st last. In 
this agreement the dollar convertibility clause 
of the earlier agreement was omitted thus 
leaving all payments Detween Japan and the 
sterling area to be settled in sterling. It was 
hoped that this would result in an expansion 
of trade both ways but unfortunately Japanese 
exports to the sterling area have increased 
while imports have not kept pace, leaving an 
accumulation of sterling amounting possibly 
to as much as «£100 million. .Meanwhile 
exports to the dollar area have fallen off but 
imports from that source have increased. - It 
is obvious that adjustments are necessary 
whereby Japanese purchases can be switched 
in the future to the sterling area so far as it 
is possible. This complicated matter is now 
being studied in Tokyo by representatives 
of the two Governments. 

The dangers of inflation in Japan have 
become very real in the course of the’ past 


year as has been inted out by the 
American banker, Mr Joseph Dodge. 


Currency in circulation has increased from 
422 billion to 506 billion yen, and prices 
have been rising steadily. At the same time 
an unhealthy situation has been developing 
as a result of the excessive credits granted by 
the Bank of Japan to some of the leading 
Tokyo banks. On the other hand industrial 
activity and production still continue ‘to 
expand and agricultural production is now 
claimed to provide over 80 ’per cent of 
Japan’s food needs. There will be many 
difficult problems facing Japan in the coming 
year. Reparations will be the subject of 
negotiation with several countries. The 
future of Korea will affect Japan closely. 
Trade with China bristles with political 
complications as doés also the matter of her 
relations with Formosa: a satisfactory settle- 
ment can hardly be expected until the 
Korean conflict*comes to an end. Towards 
the end of 1950 and early in 1951 a fairly 
active trade was developing between Japan 
and North China and some steel was 
shipped amongst other-less important com- 
modities: The United States then stepped 
in and at the present time it is believed that 
only a small business is proceeding. A 
further problem is that of Japan’s textile 
trade: the effect on Lancashire is hotly 
debated in Great Britain without, so far as 
I am aware, any decision being reached as 
to how to get a sensible settlement. Further 
expansion has taken place in our offices in 
Japan. We opened a new office at Osaka 
during the year and have recently obtained 
a site on which we propose to erect a bank 
building for our branch there. 


You will have noticed references in the 
various sections of my speech to the grave 
problem prevailing throughout the whole of 
South and South East Asia of the insufficiency 
of food—particularly rice—and the crying 
need for greater agricultural production. 
Exports of rice are still less than half of the 
average prewar level, but the population has 
increased 10 per cent. The shortage is 
mainly due to the poor production in Burma, 
Indo-China, and South Korea, where large- 
scale increases are only prevented by political 
disturbances. It is right that much attention 
should be given to this problem in the 
Colombo Plan and the United States Aid 
Programmes, but top priority is necessary, 
and I feel strongly, as I have already’ said, 
that further industrialisation should in the 
meantime be given only secondary considera- 
tion throughout the greater part of this area. 


ANGLO-AMERICAN RELATIONS 


Before I conclude there is one word I want 
to say about Anglo-American relations. In 
regard to the economic needs of the East 
there is no difference of opinion. In political 
matters there are divergencies, .as was 
honestly recognised by President Truman and 
Mr Churchill in their joint statement issued 
at Washington last January, and as we in 
Hongkong know so well. But divergencies 
can be straightened out if realistic attempts 
to-do so are made by both parties on all 
levels. I sincerely hope that this will be 
done in the near future. 


Finally, I feel sure that shareholders will 
wish me to thank the staff of the bank for 
the very ag ee! result of the past year’s 
operations. If you look through the list of the 
branches of the bank the varying conditions 
at each place will at once come to mind. In 
some places the strains and difficulties have 
been much worse than others, but I am well 
satisfied with the competent way in which 
each office has faced its particular problems. 


I now -beg to propose the adoption of the 
report and accounts as presented. 


After the proposal has been seconded I 
shall be pleased to answer to the best of my 


ability any questions which shareholders may 
wish to ask. 


The motion was duly seconded and carried. 
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NATIONAL BANK OF 
INDIA, LIMITED 


FAR EASTERN CONDITIONS 
MR J. K. MICHIE’S REVIEW 


The annual general meeting of th- 
National Bank of India, Limited, will | 
held on April Ist in London. 


The following are extracts from the sta°: 
ment by the chairman, Mr J. K. Mich:- 
circulated with the accounts : — 


The accounts for the year 1951 agai, 
show increased figures, the total of ¢h 
consolidated balance sheet having risen - 
£147,283,674 from £133,404,121 a 
December 31, 1950. The figures pertainin: 
to the National Bank of India, Limi-=; 
alone show a rise of £15,326,882 over th- 
year, but, contrary to our experience in 195) 
and for reasons indicated in my last star: 
ment, there?was a relatively small increa;: 
in deposits and a considerable increase 
advances. 


LARGER NET PROFITS 


After the necessary transfer to the staif 
pension fund and after making full pro 
sions for taxation, bad and doubtful debrs, 
and other necessary reservations, our ne 
profits are £410,673, an increase of £48,715 
over the previous year. Im the speci 
circumstances obtaining over the latter pa 
of the year I regard these as satisfacto 
results. 


Although in common with other financi: 
institutions our holdings of gilt-edged secu: 
ties suffered a considerable depreciation, thar 
has been fully taken care of out of inne 
reserves and current profits. Our portfo! 
is very largely in dated stocks on which the 
depreciation should eventually come bic 
to us. We propose to allocate £75,000 to 
the general reserve fund, bringing our pu)- 
lished reserves up to £3,675,000. T 
amount remaining to be carned forward 
shows a small decrease of £5,952. Grindlay; 
Bank, Limited, had a satisfactory year and 
we are well pleased with their™ progress 
Our Finance and Development Corporation 
continues to meet the functions for which 
was created. 


BALANCE OF PAYMENTS PROBLEM 


Last year I wrote at a time when the 
spurious prosperity induced by the $949 de 
valuation of most of the cufrencies of ti: 
sterling area had been exhausted and when 
the balance of payments gap, now so stark’) 
outlined, was plainly foreseen by bankers if 
not by governments. It is an unfortunat: 
fact that in these days of governmental con- 
trol or direction of commerce and industry, 
whether through state trading, import and 
export licensing systems, export duties, credi! 
policies and or taxation, responsibilities and 
burdens are thrown on banking systems 
which in times of greater economic freedom 
they would take. steps to avoid or (0 
neutralise. 


I commented on this tendency a year ago 
and we are how surrounded by its financ! 
results. It is true many commodity prices 
have fallen, cotton, wool, jute, rubber and 
copra are cases im point, but i... 
risen, many markets are stagnant,»amm in 
thes¢ changed conditions capital accretions 
have not met the needs of industry and trade. 
In this country a very necessary credit re- 
striction—even if ‘a double-edged measure so 
far as S$ are concerned—has been put 
into operation. In other countries, commer- 
cial banking has taken such steps as are with- 
in oe to curb credit but it is not yet 4 
gen in the sterling area and 30 15 
only partly tive, + ' 


fe Re 
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In India, 1951 was another year of 
difficulty, crops and foodgrains in particular 
being adversely affected by a poor monsoon. 
The food position has been considerably re- 
heved by shipments of wheat from the United 
States of America largely financed by loans. 
Economically, Pakistan has enjoyed a very 
successful year. The trade and revenue of 
Ceylon continues to be buoyant. In Burma 
the economic position tends to improve. 


I write in the interval between the recent 
London Conference of the Sterling area 
countries called to consider the critical posi- 
sion of the balance of payments for the whole 
area. and the issue of certain national budgets 


in which presumably the general policy 
agreed upon will be reflected. 

As a bank operating in many of the 
countries concerned, we hope sincerely a con- 
certed policy will be followed .and that, in so 
far as this requires credit restriction, we shall 


have the full support of the central banks 
concerned. 


OUTLOOK FOR 1952 


Now that it has been agreed inflation must 
be fought, it is surely an anomaly that money 
which is a scarce commodity should be 
“ cheap ” while everything else is dear. It is 
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this. unbalance that has been the cause of 
some of our postwar economic ills and which 
must be rectified on world-wide lines. Banks 
do not want dearer money for its own sake 
or for their profit, but because money rates 
must be allowed to reflect market conditions 
and so play their part in the fight against 
inflationary tendencies. 

1952 is bound to be a year of adjustment 
and difficulty, but we have no reason to expect 
that it will not be reasonably successful. In 
their quality and in the enthusiasm of our 
staff in the bank’s interests we have the 


assurance that everything possible will be 
done to make it so. 





ROYAL BANK OF SCOTLAND 


RECORD DEPOSITS . 


COUNTRY’S E€ONOMIC PROBLEMS 


STRAIN OF REARMAMENT PROGRAMME é 
THE DUKE OF BUCCLEUCH’S SPEECH 


The annual general Court of Proprietors of 
the Royal Bank of Scotland was held in 
Edinburgh on March 12th. 


In the unavoidable absence of His Grace 
the Duke of Buccleuch and Queensberry, 
KT, PC, GCVO, governor of the Bank, his 
speech was read by Mr Kenneth Murray, 
chairman of the Court of Directors. It was 
as follows: 

Before dealing with the ordinary business 
of the meeting, I have to refer with deep 
regret to the loss which we have sustained 
through the death of Sir James Lithgow, 
Baronet, GBE, who had been an _ extra- 
ordinary director of the bank since 1939, and 
one of the leading personalities in the indus- 
trial life of the West of Scotland. On the 
other hand, I have pleasure in referring to 
the appointment of two additional ordinary 
directors, Mr Thomas Gordon -Waterlow, 
CBE, and Mr David Fortune Landale. We 
welcome them as colleagues, and we feel sure 
that their qualifications and experience will 
prove of much value in the deliberations of 
the board ; they hold office till this court but 
are eligible for re-election. 


I assume it will be your pleasure that the 
annual report of the bank, and our balance- 
sheet and profit and loss account and those 
of Glyn, Mills and Company and. Williams 
Deacon’s Bank, Limited, which have been 
circulated, shall be taken as read, but in com- 
pliance with statutory requirements the audi- 
tors’ report falls to be read at this meeting, 
and I now call upon_the secretary to do so, 
efter which it is opé: to inspection by any 
proprietor. 

The secretary (Mr Alexander Anderson) 
then read the auditors’ report. 


DEPOSITS AND OTHER LIABILITIES 


_The governor’s speech continued : —Refer- 
sing first to the balance sheet, it will be 
observed that the tendency of our figures has 
again been upwards. Vieoiaies and other 
accounts at £135 million—a fresh record— 
show an increase of £4 million as compared 
with last year, and notes in circulation at 
£9,160,000 are slightly higher. The total of 
acceptances and other obligations shows an 
increase of nearly £3 million, and, as this 
item mainly arises out of the assistance we 
give to the countsy’s foreign trade, the in- 
crease is one which gives us special pleasure. 

Our capital remains unchanged at 
£4,250,000, but the reserve fund, by the addi- 
tion of £103,416 from profits, as I shall refer 
to later, is £4,877,216. 


LIQUID ASSETS AND INVESTMENTS 


On the assets side of our balance sheet, it 
will be seen that our total assets now amount 


to £166 million. The figures under the 
various headings provide ample evidence that 
the highly liquid position of the bank is being 
ully maintained. Cash in hand and balances 
with the Bank of England and other London 
bankers, along with money at call and short 
notice, amount to over £34 million. 


The high figure of our bill portfolio last 
year has on this occasion been exceeded, and 
the proportion of commercial bills is still 
further increased. The £1 million of 
Treasury Deposit Receipts outstanding at 
October has since been repaid to us. 


The total of our quoted investments shows 
a slight reduction on the year and, as always, 
they are valued in the balance-sheet at or 
under market prices ruling on the date of 
our balance. In the conditions then and 
still prevailing, it is no secret that banks 
have had to make adjustments in values by 
drawing on immer reserves created to meet 
such conditions, and we have not escaped 
from this need, but the fuinds in question are 
much more than adequate to meet the call 
thus made upon them. We are fortunate in 
that a large proportion of our British 
Government securities consists of short and 
medium dated stocks. 


Advances to customers show a larger 
movement than usual, having increased ; 
over £6 million. The increase is we 
spread over agriculture, trade and commerce, 
and is mainly due to the larger amount of 
working capital made necessary by the higher 
level of prices. The other items on the assets 
side do not appear to call for comment. 


PROFIT AND APPROPRIATIONS 


Turning now to the profit and loss 
account, our year’s profit at £602,728 shows 
a decrease of some £16,000 but, considering 
the higher level of charges and the increased 
burden of taxation, the directors consider 
this a satisfactory result. Following our 
usual practice, full provision has been made 
voi contingencies and all bad and doubtful 

$. 


Two interim dividends having been paid 
at midsummer and Christmas respectively, 
amounting together to 17 per cent per annum, 
the directors do not recommend anf further 
dividend for the year. The allocations pro- 
posed for property maintenance reserve and 
the staff pension and widows’ funds are simi- 
lar to those of last year. A balance of 
£103,416 has been added to our reserve fund, 
or, it, as I have already mentioned, to 
£4,877,216. 

. The Three Banks Group.—The moe 
= the other two members ay Three m s 

roup, namely, our associated banks, Glyn, 
Mills and Company and Williams Deacon’s 


Bank, Limited, have already been submitted 
to their general meetings and duly approved. 
I am pleased to report that the businesses 
of these two institutions also continue to 
develop along sound and satisfactory lines. 


ECONOMIC SITUATION 


The particulars which I have given con- 
cerning ourselves are of importance to our 
customers, our stockholders, our staff and to 
the community at large, but, satisfactory «as 
we may regard them, their real and ultimate 
value rests on the general economic structure 
of which we form a part. Our future, and, 
indeed, the future of all, rests on the strength 
and security of the nation as a whole. We 
must all be conscious of the fact that only 
yesterday the Chancellor of the Exchequer 
introduced his Budget and, as my remarks 
have necessarily had to be circulated in 
advance, I am, to my regret, denied the 
opportunity of referring to the measures 
which the Government have felt themselves 
forced to regard as essential to our economic 
wellbeing. There will be varying views en the 
adequacy and, it may be, fairness of the 
steps which are to be taken to combat and 
overcome the difficulties which beset us, but, 
whatever the differences of opinion which 
may emerge, all must agree that the dangers 
inherent in the present economic situation 
of the country call for definite and drastic 
action. 


Tt is, I know, customary to acclaim in- 
creased productivity as a major contribution 
towards solving the problems which confront 
us, but one is at times forced to ponder the 
extent to which this simple truth has 
impressed itself on the minds of the people. 
On the surface of things, many aspects of our 
everyday life still do not reveal the under- 
lying strain, but in the end a. nation, no 

ifferent from the individual in a matter of 
this aan will assuredly go down if it fails 
to pay its 


way. 
TAXATION : THE HUMAN ELEMENT 


It is more than unfortunate that in our 
present to maintain an adequate 
export trade we should have to bear the 
extent to which this simple truth has 
defence is one which cannot be denied. The 
strain which our rearmament programme im- 

s on the standard of living is obvious. 
pital and labour, which otherwise wouid 


be utilised in ing to the real wealth of the 
nation, are di into channels which, in 
a@ materi nen are unproductive ; rs 
social . security these days. without 1 

means and ability to defend the system 
which it would be nothing other 


than a 
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This strain on the balance of payments 
position must be faced, and it is only by our 
own efforts that the disequilibrium which it 
aggravates can be adjusted, There is no other 
way. It is the case that our problems of 
today are largely of an economic nature, and 
yet one is at times forced to consider whether 
or not sufficient heed has been given to the 
important part which the human element 
must necessarily play in their solution. High 
taxation in these days is regarded as inevitable 
but, when administered to an extent which 
causes it to be regarded as penal, it is bound 
to have a depressing effect on output. 


The call for increased productivity will 
sound a more popular and alluring note if the 
need for some forms of incentives is not for- 
gotten. To combat the growing evil of in- 
flation, the disciplinary effect of a restriction 
of credit and purchasing power is readily 
appreciated, but more important than all else 
is the urgency to ensure that nothing is done 
to impede the production of essential com- 
modities to the fullest possible extent and at 
all levels. 


VIRTUES OF SAVING 


At a time when our export trade is all- 
important, and the amount of goods for home 
consumption is being reduced, the virtues of 
saving become more than ever apparent. 
Saving in itself has a beneficial effect on the 
currency in these days, and, in return, nothing 


will encourage saving more than the main-. 


tenance and improvement of the external and 
internal value of the pound sterling. Simply 
stated, it can be said that, in our ern 
system, our material welfare largely rests on 
the value of the unit against which our prices 
are measured. Schemes of rationing and 
restraint do restrict the free use of money ; 
but, nevertheless, to industry and to the indi- 
vidual alike, the burden of rising prices is one 
of our most serious problems. 


The current high level of prices is, of 
course, due to many different causes—some 
of them quite beyond our control—and there 
is no simple remedy. But the situation is 
one which calls for the most serious thought 
and attention on the part of those in authority 
and the support of all our people. The pound 
sterling can look back on a glorious history. 
Today, if not so strong as it used to be, it 

_ has, when compared with many other cur- 
rencies, stood up well to the strains and 
stresses of two world wars, and, if those now 
in authority can by their actions maintain and 
improve its value, they will indeed have made 
a solid contribution towards our economic 
recovery. 


SCOTTISH AFFAIRS 


Under conditions which, in their impact, 
are of world-wide significance, the industrial 
and commercial activities of any -one country 
are largely subject. to influences which affect 
the whole and while one would not wish to 
view Scottish affairs in any spirit of isola- 
tion, there are certain features of the trade 
and industry of Scotland which are deservin 
of comment. The shipbuilding and stee 
industries have on hand work which will 
keep them busy for a long time, but output 
has, unfortunately, been restricted by the 
scarcity of raw materials. The production 
of coal in 1951 was only slightly in excess 
of that for the preceding ve months, and 


all will hope that the output for the current . 


year will show further improvement. The 
coal industry has for long had its own par- 
ticular problems, but it is more vital than 
ever to our existence as a mation, and every- 
thing possible must be done to establish those 
conditions which will make for increased 
production. 


The year has been difficult for the textile 
industries and, in particular, the wide fluctua- 
tions in the price of wool have been the 
cause of much concern to those dealing with 
this commodity. The Scotch whisky in- 


a 


dustry, it is pleasing to record, continues to 
play its important part in the export trade, 
and has still further enhanced the enviable 
record which it holds as the industry which 
contributes more than any other to the dollar 
earnings of the nation. Agriculture, on the 
whole, has had a difficult year, and the needs 
of this industry—as vital as any in our pro- 
gramme of defence—merit the fullest con- 
sideration and support. 


The industries I have so far referred to 
are among those which have been long esta- 
blished within our borders, but there exists 
in Scotland today a strong desire to widen 
the scope of her industrial development and 
much has already been achieved in this 
direction. The petroleum chemical industry 
is showing signs of rapid growth. Produc- 
tion has now commenced at Grangemouth, 
and it is likely that, as a result of these acti- 
vities, other new industries will in time be 
established. 


STAFF 


It is once more my pleasure to pay tribute 
to the loyal and efficient manner in which 
the business of the bank has been conducted 
during the past year, and to express on 
behalf of the directors their sincere appre- 
ciation of the valued services rendered by 
Mr Thomson the general manager, the 
assistant general manager, and the officials 
and staff at head office, London City and 
West End Offices, Glasgow, Dundee, Aber- 
deen,.and all the other branches. 


APPROVAL OF ACCOUNTS 


I now beg to propose that the report, con- 
taining a statement of the accounts and 
balance-sheets, be approved. 


The report was approved, and the 
governor, deputy-governor, extraordinary 
directors and the retiring ordinary directors 
were re-elected. 


THE MERCANTILE BANK 
OF INDIA 


YEAR OF CONTINUED PROGRESS 


SIR CHARLES A. INNES ON GRAVE 
ECONOMIC PROBLEMS 


The fifty-ninth annual general meeting of 
The Mercantile Bank of India, Limited, will 
be held on April Ist in London. 


The following are extracts from the state- 
ment of the chairman (Sir Charles A. Innes, 
KCSI, CIE): 


The record of the bank in 1951 was one of 
continued progress though the rate of ex- 
pansion slowed down compared with the pre- 
vious year. Deposits increased by some £5 
million, and the balance sheet total is £74 
million against £67 million a year ago. Our 
profit is better than last year, and we are 
maintaining our dividend at 12 per cent. We 
have made the usual allocations and have 
increased the carry forward. I hope you will 
agree that the results of the year’s working 
are satisfactory. 


DETERIORATION IN INTERNATIONAL 
‘ SITUATION 


Last year I. referred to the worsening inter- 
national situation and in 1951 there was a 
further deterioration especially in the Eastern 
half of the world. You are aware of recent 
events in the Middle East, in Malaya and in 
Korea, and there is little I need add. The 
plain fact is that a formidable i 
machine is being built up in China, and it 
still remains to be seen whether it is in- 
tended merely for the defence of China or 
whether the People’s Republic of China has 
aggressive designs in South East Asia. I am 
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more concerned in this speech with economi- 
conditions, I have no doubt that in the long 
view the gravest economic problem in the 
East is that of food. It is the same story in 
India, Japan, Malaya and Ceylon. All are 
deficit countries in the matter of food and in, 
all of them population is increasing at an 
alarming rate. 


A more immediate problem is that of in- 
flation. It is still rife-everywhere. Another 
thing that impresses one in one’s study of 
economic conditions is the way in which 
international trade is complicated, hampered 
and distorted by regulations and controls 


In spite of all things, howéver, many of 
the countries in which we operate enjoyed a 
year of great if possibly somewhat hectic 
prosperity and the business of the bank ex- 
Sea. The general pattern of the year’s 
trade is clear enough. The spectacular rise 
of prices which followed the outbreak of the 
Korean war in July, 1950, and which resulted 
from the general scramble for scarce com- 
modities continued into 1951 and reached irs 
peak in February. At the end of that month 
rubber was selling at 6s. a pound and tin at 
£1,422 a ton, It is not surprising that boom 
conditions supervened in places like Malaya 
and Hongkong and also for different reasons 
in Japan, and a good deal of overindenting 
took place with untoward results later in the 
year. Prices broke soon afterwards and for 
the rest of the year the trend of commodity 
prices was downwards. This fall of prices 
is a healthy sign as long as it is not pushed 
too far and too fast. In this matter, of course, 
much depends on American policy. One of 
the outstanding features of the modern worl: 
is the way in which American demand con- 
ditions most of the world’s commodity 
markets. Moreover the end of the year was 
marked by the balance of payments crisis 
which blew up so suddenly in this country. 
It is a crisis which affects the whole of the 
sterling area, and all member countries have 
agreed that it must be surmounted and that 
as a firse step they must combat inflation and 
live within their means. This country has 
led the way by raising the bank rate, by im- 
posing import cuts and by funding opera- 
tions which have had the effect of reducing 
the liquidity ratio of the banks and so tfe- 
stricting credit. Further measures are pro- 
mised in the Budget. It is obvious that the 
era of cheap money has passed and that we 


.are in for a period of higher money rates and 


credit restrictions: which may slow down 
trade. 


InpIa.—In the last two or three years there 
has been an increasing tendency for foreign 
firms of world-wide repute to establish new 
industries in India. Usually half the capital 
employed is Indian. These joint enterprises 
already cover a wide range of manufactures, 
and the develo “constitutes. a useful 
addition to India’s capital resources and 
industrial capacity. 

PAKISTAN.—Progress is being made in the 
programme for the industrial development of 


the country. 
s for tin 
there is anxiety in 


MaLaya.—Immediate 


rices were 
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JUTE INDUSTRIES, LIMITED 


FACTORS CONTRIBUTING TO SATISFACTORY RESULTS 
DEMAND FOR PRODUCTS FULLY MAINTAINED 
NEED FOR CONTINUITY OF SUPPLIES 
MR W. G. N. WALKER ON HIGH INDIAN EXPORT DUTY 


The thirty-first annual general meeting of 
lute Industries, Limited, was held on March 
10th, in the Board Room of the Association 

Jute Spinners and Manufacturers, 5, Cow- 

Dundee, Mr W. G. N. Walker (chair- 

.n and joint managing director) presiding. 

The secretary (Mr W. A. Jeffray, CA) 
ead the notice convening the meeting and 
he report of the auditors. 


The following is the statement by the 
nairman which had been circulated with the 
eport and accounts for the year ended 
September 30, 1951:— 


The group trading profit of £1,381,057 ex- 
eeds last year’s figure by £352,371. This 
satisfactory result can be attributed to two 
main reasons ; firstly, trading conditions were 
good and our turnover increased substantially 
ceth in value and volume despite the 
shortage of certain of our raw materials, 
ind, secondly, the large economies effected 
n manufacturing costs by the progressive 
nstallation of modern plant and machinery. 


The consolidated and parent company’s 
balance sheets have been, prepared on similar 
lines to last year. The provisions made for 
depreciation of buildings, plant and 
machinery are again £140,000. The tax 
equalisation reserve, which was created two 
years ago, sO as to spread the tax relief on 
inital allowances over future years and thus 
more nearly relate the charge for taxation to 
the ‘profits of each year, has been increased 
from £90,500 to £123,200. In arriving at 
this figure, £9,300. a proportion of the 
reserve created during the past two years 
has been written back into the accounts under 
review. 

The parent company’s stock valuation as 
at September 30, 1951, is £626,620 up on 
last year, due to higher prices of raw materials 
and mereased activity. Your directors have 
considered it prudent to transfer from the 
profit and loss account a further £150,000, 
making the total of the stock reserve in the 
balance sheet £400,000. 


_ To help resist the continuing pressure of 
inflation on the capital resources of the com- 
pany, your directors have decided to transfer 
from the profit and loss account to general 
reserve a sum of £220,000 which, with a 
transfer of £10,500 in the accounts of a sub- 
sidiary company, brings the total under this 
head in the consolidated balance sheet up 
to £918,060. 


BURDEN OF TAXATION 


The oppressive effect of taxation at its 
present level may be measured by the fact 
that the total provisions for taxation in the 
consolidated profit and loss account for the 
year under review amounts to £708,417 or 
51 per cent of the group trading profit. It 
is significant that the charge for taxation is 
equivalent to about one-half of annual 
salaries and wages paid to our employees, 
who number over 5,000. 

Your directors recommend the payment of 
a dividend of 10 per cent on the Ordinary 
stock, carrying with it a final dividend of 


8 per cent (making 12 cent for the >. 
highs fer Gens New Canaan 


on the ve 
Participating Preference stock; in addition, 
m view of the improved trading results 
during the year under review, a bonus of 


5 per cent on the Ordinary stock and 2 per 
cefft on the Eight Per Cent Non-Cumulative 
Participating Preference stock is also recom- 
mended. 


. . HAIRMAN’S ADDITIONAL REMARKS 


Addressing the meeting the chairman said: 
With your permission I will take the 
accounts, and the statement which was circu- 
lated with them, as read. (Agreed.) 


RAW MATERIAL SUPPLIES 


The past year has seen great changes in 
the avatlability of our main raw material. 
Raw jute imports from Pakistan have been 
of sufficient quantity to allow the spinning 
side of the industry to operate to the best 
advantage within the limits imposed by 
labour availability, but stocks in this country 
are still too low to allow of proper selection 
and assortment. 


In contrast to the extreme shortage of sup- 
lies which prevailed at this time last year, 
imported cloth from India is now plentiful. 
The stocks of these goods held in this coun- 
try by the Jute Control have barne the very 
high Indian export duty of £112 per ton 
imposed in November, 1950, and so are very 
dear in relation to today’s replacement cost. 
(This duty was only £6 per ton in 1949.) 
Many responsible bodies’ made strong repre- 
sentations to the Indian Government to 
remove, or at least reduce the duty sub- 
stantially, and so assist in stimulating the 
demand for a product whose main attribute 
is its cheapness. Irreparable damage, par- 
ticularly in the North American market, has 
already been done; the continued obstinacy 
of the Indian Government in acting agdinst 
the advice of Indian industry and of all those 
who deal in Indian hessian cloth throughout 
the world was incomprehensible and may 
well have serious repercussions on Indian 
economy in the future. 


I am glad to say that the Indian Govern- 
ment announced on February 18th that as 
from that day the hessian duty would be 
halved, making it 750 Rupees, or £56 per 
ton. As the Jute Control’s issue prices of 
imported goods and raw jute are now both 
well above the prices at which they can be 
imported, it is of vital importance to our 
industry and our consumers alike that major 
price reductions should be announced at the 
earliest possible moment. # 


PRODUCTION AND DEMAND 


The demand for our manufactured pro- 
ducts was fully maintained during the year 
under teview, and the production of our 
main manufacturing sections increased by 
approximately 20 cent. Your directors 
have made it their constant endeavour to 
retain flexibility of manufacture and so far, 
despite reduced demand in recent months, 
have been able, apart from a few isolated 
imstances, to retain our full labour force 
without resort to short time working. Cer- 
tain secti of our ing activities 


of the current financial year. I feel reason- 
ably confident, however, that next year we 
shall again be able to put before you results 
which, under the circumstances, will be con- 
sidered: satisfactory. , 


PRODUCTIVITY 


During the past five years the number of 
our employees has increased by approxi- 
mately 1,000 and our labour force has been 
used to greater advantage as the result of the 
widespread introduction of modern labour 
saving machinery and re-deployment. The 
productivity per worker per hour during 
these five years has increased overhead by 
no less than 33 per cent, and amply justifies 
the large expenditure of capital on. the 
modernisation of plant and machinery in 
recent years. Without this expenditure our 
output could not possibly have reached its 
present level and our profits would have been 
of a very different order. 


CONTINUITY OF SUPPLIES TO CONSUMERS 


When I addressed you last year, I gave 
an outline of the causes of the cloth. shortage 
which was then causing considerable embar- 
rassment to our customers. I do not wish 
to go over the ground again, but feel that it 
is my duty to emphasise once more the all 
important question of “ Stability ” ; upon the- 
outcome of this problem d s the future 
of the jute industry in the United Kingdom, 
and therefore of your company. [If the 
industry is to serve its customers, it must be 
in a position to provide supplies from home 
or imported sources when they are required 
and at reasonable prices. We must not have 
recurring shortages and crises of the type 
experienced during the past few years. Only 
half of the cloth requirements of this country 
was until recently satisfied by Dundee manu- 
factured goods—the remaining half being 
met by imported goods. The home manu- 
facturing industry cannot possibly meet all 
consumer demands, and therefore imported 
goods are necessary. All we ask is that cloth 
will only be imported to the extent required 
to cover the demand which cannot be met by 
the home producing industry instead of as 
happened before the last war, home produced 
cloth being limited to the amount required 
to cover the demands not met by import 
goods. . 


Lack of stability in the home producing 
industry in the inter-war years did not worry 
our consumers because in the event of a 
shortage of imported goods the home industry 
with mass. yment at its doors was 
always able to step into the breach and meet 
the demand. The position today is quite 
different. . The home industry is now 
operating at about two-thirds of its prewar 
level of activity and there is virtually no 
unemployment at the present time. If the 
importation and issue of these goods is not 
regulated in some way, the consumer will be 
deprived of continuity of supply at times 
of temporary shortage. 


CONTROL 
The Jute Control has been operated since 
its inception by members drawn from the 
industry. It has had two main functions 


(1) the purchase of raw jute and imported 


~ 
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goods, and (2) the control and distribution 
both of Dondee «produced goods and im- 
ported goods to consumers. The first main 
function of the Control has given stability 
to the trade ; its removal at the present time 
would have a damaging effect on not only the 
industry itself, but ultimately also on_ its 
consumers. The second main function—that 
of licensing—has been carried out in a fair 
and just manner. It is debatable, however, 
whether it is necessary today to continue 
this system. We in the industry are most 
anxious that our consumers should not be 
burdened with filling in forms and applica- 
tions for permission to purchase, and we 
would co-operate with the Government to the 
best of our ability should it be decided to 
dispense with this function of the control. 


FINANCE 


There is one aspect of finance which 
should be mentioned and that relates to our 
raw material stocks. Although stocks appear 
in the parent company’s balance~ sheet at 
£1,942,159, only approximately one quarter 
of this figure relates to raw materials, and the 
balance comprises work in process and 
finished stocks, etc. Raw material stocks are 
low because we are only carrying the amount 
required for normal day to day working, the 
balance being held by the Jute Control. Re- 


moval of control on the raw material end | 
-would, therefore, throw a serious additional 


on our . The magnitude of 
this burden would depend, of course, on 
price levels. 
AUSTRALIA 


Your directors have been considering for 
some time how to improve the company’s 
sales organisation in the Australian market. 
One of your directors visited Australia to 
gain first hand knowledge of the position, 
and after consideration of the whole problem 
it was decided to wind up your Australian 
subsidiary company. This company—Jute 
Industries (Proprietary) Limited—accord- 
ingly went into voluntary liquidation on 
October 1, 1951. This action is in the best 
interests of the business as a Whole, and does 
not in any way imply a diminution of our 
interest in the Australian market. 


TRADE ASSOCIATIONS 


There are two trade organisations of com- 
paratively recent origin which deserve special 
mention—The British Jute Trade Research 
Association and The British Jute Trade 
Federal Council. Your company has had a 
research department for over thirty years, 
but the advent of the trade body has widened 
the scope of research and has been of great 
service to the industry. 





= 
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The British Jute Trade Federal Counc: 
‘is a body to which all associations in (h- 
trade, with one small exception, are affiliate: 
Your company is a member of all the con- 
stituemt associations and we have been mu! 
impressed by the spirit of co-operation an. 
confidence within the industry which th, 
council has built up. The industry has su:- 
fered for some time from lack of publici:, 
with the result that the people of th; 
country have not realised the basic impor 

ance of jute to the national economy. T: 

Federal Council’s recent action in appoint: 

a public relations officer is therefore v-: 

much in our interest. 

In conclusion, I am sure you would wi;' 
me to convey to all executives, managemer 
staff and employees at home and overse:; 
your most sincere thanks for their wor! 
during the past year. All concerned ha: 

together with 


worked jasm and com- 
mon . As I said last year, this team 
spirit, a characteristic of your company, |; 
also one of its greatest assets. 

The report and accounts were adopted an j 
the dividend as fecommended was approve i 

The retiring directors, Mr B. C. Walk:: 
and Mr G. H. Pilcher, were re-elected an‘ 
the remuneration of the auditors, Messr; 
Dewar and Robertson, CA, ‘having been 
fixed, the proceedings terminated. 





THE MONOTYPE CORPORATION LIMITED 


THE LORD RAMSDEN’S STATEMENT 


The forty-fourth annual, general meeting 
of The Monotype Corporation Limited was 
held on March 11th, in London. 


The Lord. Ramsden (chairman) presided. 


The following is an extract from the chair- 
man’s statement circulated with the report 
and accounts, 


Although this does not fall in the year 
under review, a most important event has 
been the increase in the capital structure of 
the Corporation. 


At the extraordinary general meeting held 
on Tuesday, December 11, 1951, unanimous 
agreement was expressed by shareholders 
with our proposals and the operation has 
now been completed. 


It is believed that this increase, which more 
accurately represents the true capital of the 
Corporation, will eventually prove to be in 
the best interests, not only of shareholders, 
but also of those in the employment of the 
Corporation. 


SATISFACTORY PROFIT 


The profit earned this year has maintained 
the high level reached in the postwar years. 
Under existing conditions, this can be con- 
sidered satisfactory. A slight increase in turn- 
over contributed to the result. However, the 
already high level of taxation, still further 
increased during the year, has reduced our 
disposable balance, and prevents us making 
the provision: for reserves which we should 
like. 

This increased production, mainly due to 
the new and well-equipped engineering shop, 
has made it possible to deal more rapidly 
with orders for Commonwealth and foreign 
countries. The order book is still big 
— are catching up with og inl 
og, particularly in overseas markets. , 
attempt ts Seiaan’ mes 08 Gheain, cake: tax 
it is unlikely that there still exists the same 


SATISFACTORY YEAR’S TRADING 


spectacular demand we have had since the 
end of the war. 


NEW PRODUCTS 


We are also making every endeavour to 
find new products suitable both to the works 
and the trade in which we are interested. 


In this connection, one of our newest pro- 
ducts, the ‘Monotype’ Boston Stitcher, has 
met with a good reception, and the ‘ Mono- 
type’ Thompson Casting Machine will be 
available for sale in the near future. 


On previous occasions my predecessor 
made reference to the development of a 
photo-composing machine. Here again, what 
is now known as ‘Monophoto” has been 
favourably received and pilot machines are 
in the course of production. In this matter, 
the interest and help given by some of our 
customers is much ssiretiitied, 


With regard to the question of matrices, 
towards the end of last year permission was 
given us to proceed with a new building. It 
is required to deal with ever-increasing 
demands for the production of matrices of all 
types. 


Our objective is to offer from stock, or be 
able to deliver quickly, standard matrices. 
We are also developing as quickly as possible 
those special types which are required for 
use abroad. These range from Greek 16 
Urdu. Special attention has been and will be 
given to the needs: of Eastern and Far 
Eastern countries, 


As in the case with other new buildings 
equipment, referred to in previous 
reports, the funds for the new-matrix build- 
ing are being provided out of existing capital, 
A conservative policy, ‘followed for 
number of years, has more than justified 
itself. In present citcumstances it would have 
been difficult, if not impossible, to borrow 
money for such capital expenditure. ; 


Every endeavour is made to maintain _th- 
closest possible contact with existing 0: 
potential users of ‘ ” equipmen: 
both at home and abroad. this country, 
our representatives and inspectors call 
regularly on those engaged in the printinz 
trade. In the overseas field, in addition to 
our representatives on the spot, members of 
the board and senior officers of the Cor- 
poration have paid visits to many countries 

The Corporation can once again be said 
to have contributed materially to the nation! 
“eo drive, upon which so much depends 

y. 


If this country is to redress its adver:- 
balance of trade, it is not merely a questic 
of sales to what were generally referred > 
as hard currency countries, but sales every 
where, We have buyers throughout the worl! 


CONDITIONS DURING THE YEAR 


During the year conditions have not been 
easy. Shipping space has not always bee. 
available when it was needed and on mor: 
than one eccasion consignments were he! ! 
up for long periods. It was fortunate th»: 
towards the end.of 1951 we were able to ship 
a substantial number of machines. 


Supplies have also been difficult to obtain 
: lv . , 
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practically everything that we use has com- 
pelled us, although reluctantly, to follow with 
an increase in our prices. From the begin 
ning of this year, machines, ete., have had 
general increase of 12} per cent and matrice 
of 25 per cent. - 


EXCESS PROFITS TAX 


The Chancellor of the Exchequer has 
announced that from the first of this year an 
Excess Profits Tax is to be levied on business 
gains. When these notes were prepared no 
knowledge existed, however, of the system 
which would be applied. This lack of know- 
ledge in itself causes a certain amount of 
difficulty. 


I: ‘s to be hoped that any scheme will 
ufficient funds in the coffers of this 
orporation in particular, and of industry in 
veneral, that it will be possible to provide 
for the repair of. old buildings and the erec- 
on of such new buildings and equipment as 

| make for still further efficient and 

onomic production. t 


Any system of taxation which does not 
llow for these factofs is bound, in the long 


a 


run, to have an adverse effect upon the 
future of British industry. 


CHANGES ON THE BOARD 


I now refer to changes that have taken 
place on the board in 1951. 

First, Mr ‘Silcock,; the general manager, 
who has rendered most valuable service in 
that capacity, was made a director. 


In November, 1951, Mr Harold Macmillan 
was appointed a member of his late Majesty’s 
Government and in consequence was com- 
pelled to resign his seat on the board. From 
the point of view of the corporation this was 
regretted. His sound knowledge and experi- 
ence had been most useful during the many 
years he served as a director. 

I am glad to say, however, that his son, 
Mr Maurice illan, having been invited 
to become a director, accepted the invitation. 
His knowledge of the publishing and print- 
ing of books will be of value to the cor- 
poration. 

THE DIVIDEND | 


It was made clear in the circular to share- 
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holders dated November 16th, that the amount 
paid in dividend would not be increased for 
the present year. In conse . & is pro-. 
posed that the final dividend shall be at the 
rate of 6} per cent on the new capital of 
£1 million. This, together with the interim 
dividend of 5 per cent already paid on the 
old capital, leaves the distribution at the same 
rate as last year, 


THE FUTURE 


It has always been my custom when deal- 
ing with the future to use great caution. This 
is particularly desirable today when every- 
thing is so uncertain, and when [I address 
shareholders of The Monotype Corporation 
Limited for the first time. The order book 
still remains good, but how long this will last 
one cannot say. Furthermore, what increases 
there will be in the costs of materials and 
services we use cannot be foreseen. For this 
reason it is better not to be prophetic. All 
one can say is that everything possible will 
be done to serve the interests of stockholders. 
Much of our future, however, is in the hands 
of others. 


The report and accounts were adopted. 





INDIAN JUTE MILLS ASSOCIATION 


IMPROVED RAW MATERIALS POSITION 
LOST MARKETS IN NORTH AMERICA 


The annual general meeting of this com- 
pany was held at the Bengal Chamber of 
Commerce, Calcutta, on Wednesday, 
February 27th, 


_ Mr K. D. Jalan presided, and the follow- 
ing are extracts from his speech :— 


There is available“ this year from India 
and Pakistan a raw jute crop which is the 
second highest ever to be produced. Prices 
were obtained for raw jute as also jute manu- 
factures which were the highest ever wit- 
nessed in the history ‘of the trade ; their con- 
tinuance would ‘certainly have meant our 
extinction and we welcome a return to lower 
realistic levels. The fall in prices of raw 
jute has not been im proportion to that of 
gunny prices. It cannot be too strongly 
emphasised that jute goods attained their 
premier position in the packaging world by 
reason of cheapness ; that factor is increas- 
ingly important with competition from sub- 
sututes daily gaining in strength. . 


THE PRICE FACTOR - 


The Government's efforts to increase jute 
cultivation will be subject to their most criti- 
cal test once the heady sti of high 
prices disappears, as it must. Far greater 


attention must be paid to increasing the yield’ 


per acre as also to all other factors which can 
reduce the production costs of raw juté. Ac- 
cording to official estimates the yield per acre 
today is less than it was in 1948-49. It is 


under 2.4 bales per acre, a deéplorably low 


trophe happen our crop in India will be in the 
neighbourhood of 50. lakh bales for the next 
ane year, a of “ bimli ” and “ mesta.” 
Tt is not possible now sSohnee the position 
in Pakistan for the season 1952-53 cr 
Imagine tht the crop will not be 
less than this year, say about 70 lakh 


tributing to India 54 per cent of her total 


we are making no profit but rather a heavy 
loss in selling hessian. The high rate of duty 
is therefore not being borne by overseas con- 
sumers in its entirety ; it is now an additional 
direct tax on the Indian industry from which 
producers in Europe and elsewhere are 
deriving every benefit. 


THE SACKING POSITION 


dollar earnings in trade with America and - 


Canada alone. Last year our contribution to 
India’s dollar earnings fell to 29 per cent of 
the total from these two countries, an event 
of significance to us in particular and to this 
country in general. 


By far our biggest hessian consumer is 
America. That country normally takes over 
half of our production, and on average we 
exported to America 19,000 tons per month. 
That figure dropped to tinder 10,000 tons 
per month in 1951. Our next biggest cus- 
tomer is the Argentine, to which normally 
we exported over 5,000 tons a month. Even 
with the aid of the much advertised barter 
deal in foodgrains for jute goods, our exports 
were in 1951 only 4,800 tons monthly. That 
barter deal is finished; there is now no 
market for that production. 


We have lost no opportunity of bringing 
these extremely pertinent facts most promi- 
nently to the Government’s attention, 


THE EXPORT DUTIES 
What now stares us in the face is that 


previously taking over 65-per cent of our 
hessian production, is now halved in relation 
to an output which in itself is down by a 


ee ae ee ee 
a penal duty which has been a millstone 
round our necks for too long. We are unable, 
however, to share with the Government a 
belief .that our i 


: 


To think that the present duty on sacking 
is not unduly high and could be justified 
would also be to neglect facts. We here in 
India, because of the techniques we ourselves 
developed, could utilise our great sacking 
production to support and maintain our com- 
earn position in hessian. In 1950 the duty 
evied by ovr government in India was Rs. 
50s. per ton of sacking goods. Today, the 
duty is seven times higher at Rs. 350. The 
effect of this has also been to provide en- 
couragement to.our foreign counterparts. I 
would, therefore, urge upon the Government 
of India now to give their serious considera- 
tion to the question of reducing this duty to 
the original level. 


THE FUTURE 


It must be accepted that the prewar capa- 
city of the jute industry outside India is now 
fully restored if not more. Their level of 
efficiency is much higher than in this country 
today. New jute manufacturing industries 
are springing up not only in countries 
cultivating a fibre akin to jute, but in Pakistan 
where there is first-class jute in abundance 
at a cost cheaper to them than to us, I 
submit that we cannot hope to face such in- 
tensified competition, in addition to paper and 
cotton substitutes, if our goods are subject 
to what we still regard as heavy and crippling 
rates of duty. Despite its being reduced by - 
half, the hessian duty amounts to over a third 


‘of the price at which. we can sell our goods 


today. But the history of our industry shows 
that, since its inception, we have been swb- 
jected to an almost constant series of ups 
and downs. This applies equally to the 
volume of our business as to our profits or 
losses. I am not therefore unduly dismayed 
by the prospect before us ; we have a wealth 
a skill and experience both technical and 
scientific ; we have a great resilience and an 
extraordinary measure of resourcefulness. and 
adaptability. Our record is a proud and good 
one and I am sure that we can face and over- 
come whatever difficulties lie ahead. To that 
end the Association will continue to work in 
the closest boration with our government 


and will continue to receive, I feel sure, every 
consideration, sympathy and co-operation. 








693 


BRITISH INDUSTRIAL PLASTICS 


EXPANSION OF THE CHEMICAL INDUSTRY 
» ADVANTAGES OF FREE ENTERPRISE 
MR KENNETH CHANCE’S ANSWER TO MONOPOLY CRITICISM 


The annual ordinary general meeting of 
British Industrial Plastics, Limited, will be 
held on April 3rd in London. 


The following is an extract from the circu- 
lated statement by the chairman, Mr Ken- 
neth M. Chance:— 


The consolidated profit and loss account 
shows an increase in trading profit at 
£626,439 of £183,200. Taxation amounts for 
the year to the huge sum of £257,113, and 
there is a sum of {£159,957 available for re- 
serves and dividend. {£75,000 has been trans- 
ferred to a contingency reserve, and after pro- 
viding for proposed dividends the Group 
carry forward has increased from £123,702 
to £133,058. 


‘MONOPOLY PROMOTES ECONOMY 


During the year under review substantial 
gross profits have been made, and your 
managing director and his staff and work- 
people at Oldbury have done wonders in 
increasing the output of moulding powders, 
adhesives and resins for various purposes 
from your Oldbury factories. But during the 
period your directors have had to increase the 
price of first grade Beetle powder twice, and 
the fact that even now its price exceeds the 
basic prewar price by less than 40 per cent 
does not make such increases any the less 
distasteful. 

The following figures speak for them- 


selves :— 


Cost Cost 
September, September, 
1939 1951 
OND: WIE 5 ic sivs cccasccnteniinns 112 
100 Formaldehyde ....,....... 128 
100 Hired transport .......... 233 
100 = Paes oi. cw 287 
100 Boiler ‘slack .............. .. 300 
100 Woodpulp ................ 595 
100° Zinc OWE ..........05085.. 918 
Basic selling price of 

first grade Beetle pow- 

der, which contains 

about 30 per cent of 
100 woodpulp .....s....000- 139.4 
(August, 
1951) 


Both urea and methanol, the raw material 
for formaldehyde, are made by only one 
manufacturer in this. country and may there- 
fore be termed monopolies. So much was 


said during the recent General Election about 


the evil of monopolies that I most devoutly 
trust, in the interest of your company, that 
before monopolies of this kind in the 
chemical industry are condemned that they 
shall receive close study for, to quote from 
the Report on The Chemical Industry, 1949, 
published by the Association of British 
Chemical Manufacturers: “ Monopoly as we 
have described it does not necessarily raise 
prices ; it may be a potent means, and is 
sometimes the only possible means, of re- 
ducing them.” 


THE BENEFITS OF FREE ENTERPRISE 


I receive the admirable publications of the 
Institute of Public Affairs of the State of 
Victoria, and the following quotation is taken 
from the recent address by its chairman: 
“Open hostility to free enterprise may, it 
is true, be confined to a minority. But the 
real trouble is that there is so little real enthu- 
siasm for it this lack of enthusiasm 
has developed because great numbers of 
people do not understand the simple truths 
about business and the means by which 
private business operates to improve the 
living standards of the people. In turn, this 
absence of understanding is partly attributable 
to the failure of business men to play an 
adequate part in educating the public about 
the system in which they believe.” 


I will take up that challenge. The con- 
dition of the chemical industry 60 years ago 
was chaotic. With a few exceptions, it con- 
sisted of a number of family concerns, once 
prosperous but having failed to maintain 
sufficient reserves, competing with one 
another in the manufacture of alkali and 
acids and now finding competition from the 
more economic process of making alkali in- 
stalled by Brunner+Mond. In self-protection 
the United Alkali Company, Limited, was 
formed, but‘in those days British capital was 
more often invested abroad tO .open up new 
markets for the products of worn-out plant 
than in creating new industries at home. So 
the outbreak of war in 1914 found this 
country dependent for its nitrogen upon ship- 
ments-of nitrate of soda from Chile to supple- 
ment ammonia from gasworks and for its dye- 
stuffs mainly upon one small factory. This 
was converted into British Dyestuffs, Limited, 
which fell on evil days after the war through 
lack of ability to compete with products 
from abroad. Meanwhile, Germany had 
developed a great a from the inven- 
tion of the Englishman, Perkin, for making 
aniline dyes, and had invented processes and 
installed plant for the extraction from the 
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atmosphere of the 
explosives. 
® . 
FORMATION OF THE BRITISH CYANIDES 
COMPANY, LIMITED 


Another British invention, the MacArthur- 
Forrest process, for extracting gold from the 
tailings of the ore from the mines by mean; 
of cyanide led to the formation of companic; 
to manufacture sodium cyanide for th:; 
purpose, of which two survived the Sou! 
African war when the mines were close: 
down. One of these was The British 
Cyanides Company, Limited, from whos- 
reconstruction your company has developed 


After the war came the slump of 1920-21 
and the General Strike and prolonged cosa’ 
stoppage of 1926, followed by the combin:- 
tion, of Brunner Mond, Nobel Industries, the 
United Alkali Company and British Dye- 
stuffs into Imperial Chemical Industric; 
Limited. Now the chemical industry 
progressive, creative, based on solid found.- 
tions, well managed and with endless scope 
for further development. Other great con- 
cerns have arisen and there is a host of lesser 
companies, among them yours, which prosper 
and depend for their success upon raw 
materials supplied by these great concern; 
I have been brought into contact with sever! 
of their directors and have learnt somethinz 
of their methods. They are among the 
hardest-worked men in this country and : 
is only because of their excellent methods of 
management that these concerns have so 
greatly expanded. + 


The greatest restriction to industry today 
is the burden of taxation which deprives 
industry of the surplus which should be put 
aside for renewals and the development of 
new processes and deprives the individual 
of the ability to save and lessens his incentive 
to work. Restrictions om commerce, the 
handmaid of industry, are too numerous to 
mention, often ludicrous, always trouble- 
some. I was personally responsible for the 
negotiations which resulted in the rise of 
your company from the burnt out ashes of 
The British Cyanides Company, Limited, 
and I know that they could not have 
succeeded in present conditions. 


nitrogen essential fo- 


CONCLUSION 


I am proud that it has been my lot to 
spend my life in industry during a period 
when it has conferred benefits so great upon 
the whole community and I hope that before 
it is too late unwarranted criticisms against 
monopoly, profits, “ big business ” and those 
who control industrial concerns, above ail 
against the British workman, the backbone 
of in@ustry, may cease,to give industry a 
chance, under wise and sympathetic Govern- 
ment, to play its part in saving this country 
from the perils by which it is menaced. The 


future pects of ‘your company are 
aoeersid Sr the conditions I have referrod 


‘to. I have only to add that at present they 


are satisfactory. 





THE EASTERN BANK LIMITED 


The Transfer Books and Register of Members will be CLOSED from 
April 1 to April 15, 1952, both days inclusive. 


By Order of the Board 


C. L, MANNING. Secretary. 
_ 2 and 3, Crosby Square, London, E.C.3. March 12, 1952, 


THE UNIVERSITY OF LIVERPOOL ~~ 


Applications are invited for the post of LECTURER or ASSISTANT 
LECTURER in Economic Theory in the Department of Economic 


450 to £600 per annum, 


Science, at an initial Salary within the range 
according to qualifications and ex ence. 
Applications stating age, acade 


later than March 24, 1952, by the undersi 
particulars of the conditions - a 


Tame 
VOLIDAYS abroad—not “ organised ” 
Eurepe—any countr 
money.—Write for 
4114/5. 





c qualifications and experience, 
together with the mames of three referees, should be received not 
ed, from whom further 
intment may 
TANLEY DUMBELL, Registrar. 


or mass produced but 
arranged as. you or your friends may want. 
(by air) from £131 9s.: also Malta and Gib. No currency restrictions. 
available on £25 limit with adequate at 


rochure or phone Business and oe _ 
Ltd., Grand Buildings, Trafalgar Square, London, W.C.2. HI 


tical ex 
are dent 


administrative 


Box 


be obtained. 


Cyprus—15- days 


rav HE KNOWS 
tehall 


> 


J experience 
Ministry, film exhibition and distribution 


Senior Executive Officer, 
experience and personal acquaintance with 
Experience in marketing, public relations and public speaking als> 
desirable. Salary oe to £3,000, pomonding i 

ions, in_ writing, to the Secretary, 41, 
London, S'W.1. markin Pigs cos 
HAVE 
that’s best for Eee purses—J.V.R 


area,— t 
Hes EXPORTS COUNCIL requires services of a full-tims 
| ~ at 

South African brandy you can rely on. In half-botties at only 19s. 31. 


as Economists’ Bookshop, 11-12, Clement’s Inn Passage, London. 
W.C.2, invites you te submit lists of books on Economics, History, 
and Social Sciences, you may wish to sell ( 
PyPtror required by senior London publishers for the development 
of a monthly industrial 
record with backgrourid of university degree or equivalent plus prac- 
erience in industry and knowledge of management techniques 
esired qualifications.—Write, stating salary, to Box 880 
USINESS EXECUTIVE 


periodicals excluded). 


ublication. Sound technical editorial 


aged 45, wide 
eee marketing, wartime 
etaining present interests, 


(Company Director), 


seeks additional occupation offering financial pros s. Responsibls 
»OSition or high level fi nd Son Mt 


Negotiations strictest co 


resentation. Would consider full time. 


dence, highest references, Birmingham 


age 32 u Good business 


w * 
North America essentia’. 
rience.—Ap lica- 
i ior’: : m Patace 
envelope Senior Executive Officer, 
‘ir. Discriminating kore know the brandy 
. 64. a bottle is a fins 


oad, 
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TRADING OR ESTABLISHING 
in CANADA or the WEST INDIES? 


’ you are a or contemplating establishing a plant 
, .cnada or in the West Indies, we can be of help to you. 


}.rough 345 branches across Canada and 23 in the West Indies, 
can provide information on business conditions, exchange 
ations, exports and the establishing of branch plants. 


our enquiries will receive prompt and courteous attention, 


THE BANK OF NOVA SCOTIA 


i 108, Old Broad Street, London, E.C.2 
Established in Canada in 1832 with limited liability. 


- NATIONAL BANK OF EGYPT 


Incorporated in E : 
Liability of Members 2 Eimited. 


Head Office - - - CAIRO 


Commercial Register No, 1 Cairo. 


FULLY PAID CAPITAL - - £6.3,000,000 
RESERVE FUND - - - = ££3,000,000 


London Office: 


6 & 7 KING WILLIAM STREET, E.C.4 


Branches in all the Principal Towns in EGYPT and the SUDAN 


THE UNIVERSITY OF MANCHESTER 
Applications are invited for research posts in ECONOMICS, and in 
ECONOMIC STATISTICS, There are three grades: Grade I, £500- 
£1,100 per annum; Grade II, £450-£500 per annum; Grade III, £350- 
£400 per annum, Applications should he sent, not later than April 15, 
1952, to the Registrar, the University, Manchester, 13, from whom 
further particulars and forms of application may be obtained. 


THE UNIVERSITY OF MANCHESTER 

Applications are invited for the post of ASSISTANT LECTURER 
IN ECONOMIC STATISTICS in the Faculty of Economic and Social 
Studies. Salary scale £450 to per annum, with membership of 
the F.S.S.U. and Children’s Allowance Scheme. Applications should 
be sent not later than March 31, 1952, to the Registrar, the University, 
Manchester, 13, from whom further particulars and forms of 
application may be obtained. 


SECRETARY FOR A COMPANY NORTH OF MANCHESTER 
_A vacancy occurs, due to retirement, in a firm established over 
fifty years. The Secretary will be required to advise Technical 
Directors on financial matters, company taxation and economic trends, 
and to take complete control of the offices. Applicants should be 
worth not less than £1,500 per year, The successful candidate will 
be required to collaborate with consultants now developing budgetary 
control routines, Acquaintance with price fixing and sales forecasting 


methods an advantage, Age limit 45 years. Closing date for applica- 
tions March 28th.—Box No. 905 a 
LS peter REQUIRED for its Export Branch, by firm with 
4¥ established trade abroad. Applicant should be between 30 and 
45 , will control from London Office with periodic overseas visits.— 
Apply, giving particulars, to Box 889. 

M ONEY isn’t everything, even in advertising. 
4ti crganisation are the first essentials. For sound guidarice 
through every stage of an advertisi campaign, consult SAMSON 
CLAk & CO. LTD., 57/61, Mortimer Street, London, W.1. MUSeum 


osems SOLVED! 


PROBLEMS 


Let us shoulder your staff difficulties as we have already 
done for } million other employers! 

EFFICIENT OFFICE STAFF 

Permanent and tem ways available. 

HIGHER APPOINTMENTS SECTION 
j — all executive (non-technical) personnel—male and 

emale. 

GROUP STAFFING—in and out of town! From time to 
tume we handle the complete staffing of new organisations. 
In every case pre-selection by FINE’S saves time. Please write 
Sor a copy of our 4-page brochure which gives full details of our 


FENE’S emprovment AGENCY 


(Licensed annually by the L.C.C.) _ 
95/99 PRAED STREET, LONDON, W.2 


none AMB 3400 wun 
LONDON’S LARGEST EMPLOYMENT AGENCY 


Portugal S 
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Ideas, drive and 














































DEN NORSKE CREDITBANK 


Established 1857 


bMEN Hye 
oe 
Huet! 


OSLO, 
NORWAY 


Branches: Arendal, Brumunddal, Flisa, Grimstad, Kongsvinger, Larvik, Lillesand, 
Mandal, Porsgrunn, Rigor, Skarnes, Tonsberg, Tvedestrand. 


Every Description of Banking Business transacted 


Correspondence invited. 
Telegraphic Address : * Creditbank.”’ 


Telephone: “ 42 18 20 Oslo.” 


ASSURANCE COMPANY LIMITED 


CHIEF OFFICE 
OXFORD STREET MANCHESTER | 


THE REFUGE 
WILLSAFEGUARD THE FUTURE 


N important industriai organisation in London area requires an 
experienced Investment Analyst, aged 30-37, competent to super- 
vise a large investmen: portfolio. Must have a sound knowledge of 
economics, finance, investment.and Stock Exchange procedure, backed 
by some years’ practical experience with a firiance house or similar 
or isation. An accounting qualification is desirable but not essen- 
tial. Salary approximately £1,500, dependent on qualifications end 
experience. Pension scheme. Ap licants should state (in confidence) 
present position and salary.—Reply to Box 879, quoting reference Al. 
NINANCE EXECUTIVE required by well-established manufacturing 
company. Duties will include direction of accountancy and costing 
for several factories and reporting to Board on economic trends, 
capital utilisation, profitability, etc., of departmental sections. The 
position calls for a man of outstanding ability, tact and personality 
and should lead in due course to membership of the Board. Appli- 
cations, which will be treated in strict confidence, should give full 
details of business experience, professional and other qualifications, 
as well as personal particulars—Box 897.° 
Bi cogs ase a considering high level appointment of Chief Executive 
‘or Controller, invited to communicate with gentleman aged 46, 
C.A., A.C.LS., A.C.W.A., with successful commercial career, recently 
resigned from Boards of large London Company Group.—Box_ 899. 
ADITORIAL ‘ASSISTANT required by London oil periodical. 
Languages, also Degree including Economics essential; know- 
ledge of international trading desirable. Details of qualifications, 
experience, etc., to Box ‘‘ FE/79,”’ c/o 95, Bishopsgate, E.C.2. 
CANADIAN PACIFIC RAILWAY COMPANY—(ncorporated in 
Canada with hmited liabitity)—NOTICE TO SHAREHOLDERS,— 
The Seventy-first Annual General Meeting of the Shareholders of this 
Company, for the election of Directors to take the places of the 
retiring Directors and for the transaction of business generally, will 
be held un Wednesday, the seventh day of May next, at the principal 
office of the Company, at Montreal, at twelve o'clock noon (daylight. 
saving time, if operative). The Ordinary Stock Transfer Books will 
be closed in Montreal, Toronto, New York and London at 3 p.m. 
on Tuesday, the fifteenth day of April, 1952. The Preference Stock 
Books will be closed in London at the same time. All books wil! be 
re-opened on Thursday, the eighth day of May, 1952.—By Order of 
the Board, F. BRAMLEY, Secretary. Montreal, March 10, 1952. 
RANSLATION.—Rapid service, German into English. Technical 
and Commercial material a speciality.—Apply by letter to 
“ Translations,” c/o Abbotts, Eastcheap, London, E.C.3. 


SELL JEWELLERY 


to JAMES WALKER — Established /823 


Specimen offers: 








Prompt settlement up to any amount. 
Expert valuations without obligation. For 
large collections a representative will be 
pleased to call. 77 Branches at your 
service. Registered parcels should be 


other 

Precious Stone Rings, 
Brooches, etc. 
£15-£100 








sent to Gold Cigarette Cases 
—— < £5-£100 
Cultured Pearl Neckiets, 
Also equally high prices for 
i Sports Trophies, Eoilector’s 





—— Se 


Coins, Medals, Silverware, etc. 
D.98. 245, HIGH ROAD, STREATHAM, LONDON, S.W.16. Tel.: STReatham 200! (0 lines) 
Postal 


B.Sc. ECON. 


Tuition for 


The London Un.versity B.Sc. Econ, Degree s a valuable qualification for statistical 

research and welfare work im cormmerce and industry, and for teaching or administrative 

posts under Education authorities, etc. The degree is <> ali without University 

residence, You ma pare for the examinations at under the experienced 

= of Wolsey Pall (est. 1894) ;. fees are reasonable and may be paid by instuiments 
desired. 760-Successes at Lond. B.Sc.. Econ. Fina} Examinations, 1925-51 


aaa pau the Director of WOLSEY HALL, OXFORD 


OTHER NOTICES APPEAR ON PAGES 678 AND 68¢ 


— nn etnerenrecineneene 


ondon, W.C.2.. Published week! Tue Economist Newspaper, Lrp., 
Inland 2d.; Overseas Ma boned » March 15, 1952. 
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Europe’s 
Night 


Watchman N FUL 


As befitting a good night watchman, the Armstrong Whitworth N.F.11 spots 
danger quickly and clearly in the dark, thanks to the keenest, most extensive radar 
equipment carried by any night fighter. Moreover, it is fast, has a superb 

rate of climb and is easy to maintain and service. Deliveries of this deadly 

night fighter for Western European defence are being-made against production 
orders placed with Armstrong Whitworth Aircraft, 

The N.F.11 is still another product of the Hawker Siddeley Group. Largest 

of its kind, this great industrial commonw ealth of companies now employs 


all its mighty resources in building the defensive strength of the Free World, 


Hawker Siddeley Group : 


PIONEER... AND WORLD LEADER IN AVIATION 


Group Head Omices: 18 St. James's Square, Landon, $.W2 
Sy, A. V. ROE, GLOSTER, ARMSTRONG WHITWORTH, HAWKER, 
AVRO CANADA, ARMSTRONG LEY, HAWKSLEY, BROCKWORT!! 


ENGINEERING, AIR SERVICE TRAINING AND HGH DUTY ALLOYS 








